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Science and Social Justice 


“A STUPENDOUS AMOUNT OF WOEFULLY CROOKED THINKING” 
By ROBERT A. MILLIKAN, Chairman, Executive Council of the California Institute of Technology 
Before the N. Y. Herald Tribune Forum, October 25-28, 1938 


HE general theme of today’s forum is “Straight 

Thinking,” and I propose to speak to it by taking a 

concrete subject, namely, “Science and Social Justice,” 
upon which there seems to me to be just now a stupendous 
amount of woefully crooked thinking. 

George Sarton, in his essay on the history of civilization, 
sums up his philosophy—and I think it is the philosophy of 
most thoughtful men—in these words: “The main purpose 
of man is to create beauty, justice, truth,” and he “recognizes 
that there have been in all times at least some men who were 
obsessed by the idea of creating beautiful things” (art), “of 
improving social conditions” (philanthropy the preaching and 
practice of righteousness), “of discovering and disseminating 
truth” (science). 

In the past these three aspects of the “mission of mankind” 
have usually been thought of as independent of one another, 
and so far as the first of them, art, is concerned it may still 
be regarded, | think, as something separate and distinct from 
the others, but not so justice and truth, for without science 
justice is meaningless and its proclaimed devotees are just as 
likely to exert a socially pernicious influence as a wholesome 
one. With the best of intentions they have done it repeatedly 
in the past and they are doing it today simply because they 
do not know enough of “the truth,” i. e., of the basis of 
straight thinking, to bend their efforts to what is actually in 
the interests of social well being. 

Both good will and knowledge are vital to human prog- 
ress, but of the two knowledge is the more important, for 
most people really mean well, while few are sufficiently in- 
formed consistently to do well. This means that the most 
important key to man’s future progress is in the spread of 
knowledge, i. e., of science in the broad meaning of that 
term, particularly in the spread of the wholly rational, objec- 
tive method by which science has made its extraordinary 
triumphs. This method is most clearly seen in the history of 
the natural sciences, and for that reason every citizen should, 
I think, have some familiarity with that history. 


The old-fashioned and very one-sided humanists who had 
no understanding of science, whose eyes were fixed on the 
activities of the artists and the philanthropists alone, were 
never able to answer the question even for themselves as to 
whether there has been real progress or not. They found 
the artistic work of the earliest Egyptian of a quality hardly 
surpassed since. Some of them see today in Greek art, taken 
as a whole, the pinnacle of man’s artistic achievement. The 
history of art indubitably reveals man at times rising to great 
heights, then undergoing marked degeneration and sinking to 
great depths. There is certainly no clear evidence in art of 
an upward sweep through the ages. 

Again, is the modern saint any saintlier than the ancient 
one? Surely there is no clear evidence of progress when we 
turn our eyes in this direction. The horrors which Japan is 
inflicting on China today to cow her into submission (see 
authentic reports on the sack of Nanking) are no less hor- 
rible than the worst we read about in the days of Thosmes II 
or Genghis Khan. 

But as soon as we contemplate the history of science all 
doubts about the reality of progress at once disappear. For 
man’s store of accumulated, dependable knowledge of the 
universe and how it works in all its manifold phases is un- 
questionably growing continually and opening up new avenues 
of progress. Contributions are coming in to it every minute 
and from thousands of different places all over the world. 
There is nothing personal or racial about it. This accumu- 
lated store of definite, usable knowledge—that is, of discov- 
ered truth—and this is the only basis of straight thinking, 
the only guide man has for correct future action, personal or 
social—this store grows continuously, and it is absolutely 
vital that at least the method of getting it should be known 
by all who have any responsibility for society’s future—that 
means every voter. 

To quote another phrase from Sarton: “Man’s scientific 
activity is his only one which is obviously and undoubtedly 
cumulative and progressive.” Also, thanks to the amazing 
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development by science of the technique of news dissemina- 
tion, this knowledge is no longer that of the few, and therein 
lies the hope of democracy. 

Every man who has not been blind and deaf and dumb 
during the last fifty years knows at first hand of the progress 
that has been made at least in some lines. He has seen, to 
take but two illustrations out of thousands, the thunderbolts 
of Jove, the erstwhile terror of mankind, tamed by man’s 
knowledge and used under man’s analysis and control to 
usher in this amazing age of electricity in which we live; he 
has seen infectious diseases, which only a few years ago took 
their toll of millions of lives, conquered by man’s recently 
acquired knowledge of their causes. Has there been prog- 
ress? Ask the man whose life has been saved by modern 
medicine, or whose job, whose very life has been made for 
him by this new knowledge. 

In this progress made by science lies all our hope for the 
future in the field of human betterment (justice): for the 
rational, objective, experimental, scientific method which first 
began to establish its effectiveness in a large way in astron- 
omy and physics about three hundred years ago and then was 
applied with amazing results in rapid succession in engineer- 
ing, in chemistry, in geology, in biology, in medicine, is a 
general method for discovering truth, the only one that has 
thus far been found, and it is just as applicable to the social 
as to the natural sciences, though the technique is different. 
In the social sciences it is historical and statistical ; in the nat- 
ural sciences direct laboratory experimenting predominates. 
Until the method has been used in the social sciences the 
word justice has no meaning save for the demagogue who 
uses it to stir irrational emotions and thus win unintelligent 
votes. 

For centuries and millenniums, indeed through all history 
up to the advent of the method of modern science, the actions 
of the great majority of men have been guided by their 
hunches, superstitions, prejudices and emotions, and this is 
still largely the case. 

If this can be changed by the right sort of education of the 
common man—and in America this is possible, since here the 
secondary school system touches practically the whole of the 
oncoming generation—there is no limit to where we can go 
in social betterment and the establishment of social justice. 

But what is the criterion for a just action as distinguished 
from an unjust one? It is action which actually conduces, 
not what some well meaning but incompetent person claims 
will conduce, to human betterment as a whole. That is not 
a matter of one’s feeling or his good will. It involves knowl- 
edge, and the answer, when it is found by careful scientific 
study, is often not what the naive inquirer thought it would 
be. It may mean that his imagined justice is horrible and 
flagrant injustice, as when the devout Moslem, following his 
god’s command, spreads disease by bathing with thousands of 
others in the same plague-infested pool. 

But let us come nearer home. In the good old days, giving 
alms to the beggar was a virtue. It seemed obvious to emo- 
tionally motivated but unscientifically minded people—and 
there are millions of such today—that “social justice” de- 
manded that the fortunate should share in this way with the 
unfortunate. But why do practically all the social agencies 
now advise us not to give directly to beggars? Because ex- 
perience and careful statistical studies have brought forth new 
knowledge: namely, that begging is increased and social well- 
being reduced, not enhanced, by the practice. Those who 
emotionally continue to indulge in it because their feelings 
are touched by the sight of the unfortunate are contributing 
to a social evil, not to a good. 

But in the foregoing illustration a very triflng social wrong 
is done in comparison with the horrors that have been, and 






are still being, inflicted on mankind by sincere but unin- 
formed and misguided men who have only emotional reac- 


tions as to what is just and right. Religious wars which 
historically have been just as merciless and as disastrous and 
as horrible as any wars have been virtually always waged by 
perfectly sincere fanatics who thought they were doing the 
will of God. 

Nor do we need to go back to the Middle Ages for our 
illustrations of men who sincerely think they are serving their 
fellow man, but because they are unfamiliar with, or unwill- 
ing to be guided by, truth are actually bringing disaster on 
mankind. One of the most striking illustrations of such a 
case is Karl Marx. He lived one hundred years ago (1818- 
1883). He was presumably a sincere and able man. ‘The 
fundamental assumption which underlay his incitation of the 
working man to “the class war” was his conclusion that 
there is an inevitable and irremediable clash between the in- 
terests of labor and capital. Yet his reasoning has since been 
shown to be fundamentally fallacious as applied to our mod- 
ern conditions. In the first place, he oversimplified his prob- 
lem. He ignored some of the vital factors. Professor John 
R. Commons of the University of Wisconsin, in a series of 
articles in “The Atlantic Monthly,” has pointed out that the 
development of the joint stock company through the medium 
of which the worker and the capitalist become one and the 
same person—the American Telephone and Telegraph Com- 
pany has more than half a million small stockholders and all 
who carry life insurance are to that extent capitalists—this 
change has in itself rendered Marx’s reasoning fallacious and 
his conclusions unsound. 

But wholly apart from all theory, the complete failure of 
the fundamentals of Marxism as they were forced upon Rus- 
sia with such colossal deception, brutality and bloodshed by 
Lenin and Trotsky, and abandoned by Stalin because they 
did not work, indicates that “truth” was not a dominating 
feature in the Marxian type of justice. 

Even more convincing evidence than this of the funda- 
mental fallacy of Marx’s reasoning is found in recent thor- 
oughly scientific and objective statistical studies, such as those 
of Cary Snyder, or of the National Bureau of Economic 
Research, etc., in which, by following back for more than 
100 years in the United States the relation between the real 
wages, or the economic well-being of the common man, and 
the investment of capital in American industry it has been 
shown that these two things rise and fall together. 

In other words, under modern conditions as they exist in 
the United States the interests of labor and capital are funda- 
mentally identical, not opposed, as Marx thought. The path 
of social progress, therefore, lies in recognizing this truth 
brought to light by tedious scientific study and doing what 
we can to undo the terrific damage already done to the work- 
ing man by the erroneous doctrine of the class war, a doc- 
trine which is one of the great world menaces of our times 
and which, alas, the demagogue of high and low degree is 
preaching continuously, directly and indirectly, for vote- 
getting purposes, to uninformed working men. 

Again, in an article in “The Forum” for February last 
I pointed out that I had found practical unanimity among 
all who had any right to be listened to at all in economic 
matters in the statement of the fact that in a free country 
like the United States the prevailing standard of living is 
determined simply and solely by the total quantity of goods 
and services produced (pure waste being assumed to be neg- 
ligible). 

This means that the general theory of maintaining wages 
and prices through scarcity is fundamentally fallacious, and 
that the only way the economic well being of our country 
can be increased is by producing more goods and services of 
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the kind we want. Any redistribution of income which does 
not directly or indirectly increase the production of such 
goods and services harms, instead of helps, the average man. 
How that knowledge will change such voting and acting 
when sufficiently widely known! 

It of course follows from the foregoing that the system of 
distribution which gives the largest stimulus to, and results 
in, such maximum production is the best system for us. The 
American system as it has developed during the last hundred 
years, with its objective of equality and opportunity, an ob- 
jective more nearly realized here than anywhere else, and 
its differential wage, both acting as stimulants to private ini- 
tiative (these stimulants Russia has recently found it neces- 
sary to restore because of the failure of industrial produc- 
tion under its pitiful experiment with egalitarianism )—this 
American system has produced here by far the highest stand- 
ard of living that has ever existed in any country in the 
world. 

‘These statistically proved facts raise insistently the ques- 
tion whether some particular change in our system is in the 
direction of social justice or injustice. If through sentimental 
considerations of any kind we change that system for one 
which produces less than the present one, we only do a social 
wrong and injure those whom we are trying to help. 

For in this country practically all the products of labor are 
actually in the end passed on to the common man and that 
among other reasons for the very simple one that the highly 
paid organizers and directors of industry or of government— 
the Henry Fords, the Walter Giffords; or the Franklin 
Roosevelts—are so few in number as to be negligible as con- 
sumers, or for that matter as income-receivers. The average 
income of all the income-receivers in the United States was 
$1,300 in 1937, and the man who got under $2,500 could 
not have got appreciably more if all the incomes above $2,500 
had been distributed to those receiving less than that amount. 

How many Americans know these facts or realize that in 
the end practically the whole of the national income does go 
to the common man? Even that which in the first instance 
yoes to the capitalist is soon passed on. For as soon as the 
recipient of a large income invests it in a new industry or 
the expansion of an old industry, immediately by that process 
he passes on his income to the workmen who build the new 
buildings and the new machines; or if he builds fine dwell- 
ings, beautiful parks, schools, libraries, hospitals and the like, 
in so doing he simply passes on his income to artists, gar- 
deners, teachers, librarians, nurses, domestic servants and the 
like, the groups that are most vital to the progress of our 
civilization. 

But the question is often raised, does not the very exist- 
ence of these large incomes represent social injustice? In 
the case in which society has made a mistake and has given a 
large income which has not been earned and is unsocially 
used, yes; but in general, no! 

If the President of the United States gets as he does 
seventy-five times as large a wage as the ditch digger, it is 
theoretically, at least from the standpoint of our differential 
wage system, because his contribution to our social life is 
seventy-five times as great. Society, of course, will make 
some bad mistakes in the appraisal of the value which it 
attaches to services of some of us, but it is at least likely to 
do it in the case of the private citizen, most likelv in the case 
of the politician, for the Fords and the Giffords, who in a 
competitive world have demonstrated their superior ability to 
keep huge industries which provide the livelihood of millions 
running smoothly and profitably, are certainly our most in- 
dispensable citizens. 

To attain the maximum of production, and therefore the 
maximum of economic well being for the country, our chief, 


if not our only, concern ought then to be to stimulate every 
one of us to do his best by rewarding each according to his 
contribution, as indeed nature does. That is what American 
opportunity means—the chance to rise if and when one’s 
productivity warrants it. 

From the foregoing it is not very clear that one of the 
greatest lessons the American voting public has got to learn, 
and I think it is learning it right now, is to discount com- 
pletely the man, whoever he be, who talks glibly about social 
justice and helping the common man as though nothing were 
involved other than an attitude of good will toward the less 
fortunate members of society and a desire to help them. 
That attitude and that desire may be taken as practically 
universal. Method is what counts, not words. ‘That kind 
of talk is the stock-in-trade of the rabble-rouser, the pro- 
moter of the Marxian class war. It emanates in general 
from the well meaning but unscientifically minded, under- 
standing sentimentalist, or else from the demagogue who is 
thinking not about the common good, but about how many 
votes are cast by these understanding sentimentalists and 
greedy supplicants for alms, and how many of these votes he 
can capture. 

The only real progressive is the man who is using the 
scientific method—the only method which has led to progress 
in the past, and who casts his influence always in favor of 
those who are carefully and scientifically trained and are 
studying the problem intensively to see what kind of action 
does actually lead toward the economic and social well-being 
of the community as a whole. The sentimentalist, in general, 
does not know how to do this, and the demogague is not 
interested in it. The simple, obvious thing like the giving of 
alms is very seldom, if ever, the correct thing. 

From what has been said thus far it will be obvious there 
can be no possibility of attaining social justice in the future 
so far as government is concerned, save as men can be got 
into control of government who understand at least what the 
scientific method is, as distinct from the method of hunch, 
superstition, prejudice and emotion which has controlled the 
actions of rulers and ruled alike throughout most of recorded 
history, and are willing to try to learn through its use what 
social justice is, namely, what kind of actions are in the long 
run conducive to the social well-being, for we have seen that 
there is no other possible basis for a definition of social jus- 
tice. This means that those in control must either them- 
selves be thoroughly trained in the method of the modern, 
correct attack upon the problems of economics, finance and 
government, or must at least be willing to choose as their 
advisers only those who are recognized by their peers in their 
own fields as the ablest, most high-minded, most competent 
men in these fields, irrespective of whether they speak the 
shibboleths of the men in power or not. That alone consti- 
tutes the scientific approach to the problem of government. 

But there are still more vital phases to this problem of 
social justice for us in America. There are, indeed, eco- 
nomic primitives who gain power through wealth before they 
have developed conscience, and who therefore use that power 
for unsocial, namely, unjust purposes. 

In ancient and medieval times, especially through primo- 
geniture laws and the perpetual entailing of landed estates 
to the members of a family, much social injustice was thus 
done. Permanent classes of hereditary rich and heriditary 
poor were sometimes created, and these exist to some extent 
in Europe today, but not to any such extent in this country. 
Yet even in primitive times the head and font of all the 
social injustice was not these men, but rather the man who 
got into control of government, the political despot, an enor- 
mously more sinister figure than the economic despot. 
Through all history the common man has been ruthlessly 
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slaughtered, impoverished and enslaved primarily by the 
political dictator, slaughtered and impoverished by the wars 
which he perpetually made to maintain and extend his power, 
sold into actual slavery by the thousands as the will of the 
monarch dictated. The history of his wars and his tyrannies 
is the saddest chapter in the history of mankind. 

Must it always be so? It there no hope of eliminating 
him with his wars and his horrible injustices and creating a 
world ruled by reason and in intelligence, one in which jus- 
tice on the whole prevails? The verdict of history up to the 
advent of the method of science about 300 years ago was No. 
It had never been done, for the world had practically always 
been ruled by dictators, and war and dictatorships necessarily 
go together. With the advent of the free spirit of scientific 
inquiry in the seventeenth and eighteenth centuries and its 
questioning of authoritarianisms of all sorts came the begin- 
nings of the modern effort to break the power of the dictator 
and to substitute for him some form of representative gov- 
ernment, in a word, to find a way by which social changes 
could be brought about by peaceful ballot processes instead 
of by bullet processes. 

The founders of our republic were pioneers in this new 
and matchless human adventure, and through all our history 





we have regarded ourselves as having a mission to show the 
world that a truly representative form of government could 
endure and bring to its people greater justice and greater 
well-being than dictatorships had ever done. 

Thus far it has succeeded in doing so, and inspired in part 
by our example other nations have moved toward democratic 
forms. But since the war many countries throughout the 
world have turned the clock of progress back at least 300 
years, and in our own country doubts of the possibility of 
the survival of our system are more rampant than ever before 
in our history. 

The supreme problem of our generation in America is 
not to effect minor reforms—reforms of course are needed 
and will continually be made, anyway—but a crisis faces this 
generation such as no preceding one has ever faced, and our 
supreme problem is to prevent the loss of the fruits of three 
centuries of struggle upward and onward toward juster gov- 
ernment, for ballot government is the only one which has 
within it the promise of one day ushering in an era of universal 
peace. Our supreme problem is to preserve our hard-won 
liberty, our representative form of government, which is now 
being attacked from without and from within more men- 
acingly than ever before in our history. 


Democracy in the Present-Day World 


REPEATING OLD MISTAKES UNDER NEW NAMES 


By JOHN W. DAVIS, Attorney, former Ambassador to Great Britain 
Made at the annual meeting of the English-Speaking Union, held at Chicago, November 11, 1928 


land, helping to wind up a conference with German 

delegates on the care and treatment of our respective 
prisoners of war. The Armistice had put an end to our labor, 
for it meant that the prison camps would be emptied and the 
prisoners would go free. The next day on the way to Paris, I 
motored through the beflagged towns and villages of France 
where the happy people were still celebrating, with songs and 
parades and shouting, the end of the struggle and the coming 
of the peace. For the most part only old men and boys 
were to be seen, since all those of military age were still at 
the front or under ground. Women with mourning veils 
were plentiful, weeping tears of mingled grief and joy. Yet 
nothing could dampen the general rejoicing that the four 
years of nightmare were over. These joyous people thought, 
all Europe and America thought, the whole world thought, 
that we were through with war for many a year to come 
and were moving into freer, saner and happier world. That 
was twenty years ago tonight! 

Eighteen years ago this month the English-Speaking Union 
of the United States was organized, following by two years 
the creation of its sister society in Great Britain and the 
British Dominions. Both societies in a sense date back to 
the Armistice and hang upon the events out of which the 
Armistice grew. Through the long years of sacrifice and 
combat men of English speech, gathered from Great Britain, 
and the British Dominions and Dependencies, from America 
and from the four corners of the globe, had stood shoulder 
to shoulder in a common cause. They had proven each to 
each their steadfast valor; and, forgetting all memory of 
former quarrels and bickerings, they had forged in the hot fires 
of war a new friendship based on mutual respect and con- 
fidence. To those who participated in forming the English- 
Speaking Union, it seemed—and I trust it still seems to us 
who have followed them—that such a friendship was a thing 


Tien years ago tonight, I was in Berne, Switzer- 





beyond price to those who shared it, and that in the long 
reaches of time it could be made a blessing and not a bane 
to the world at large. They thought it a thing weth pre- 
serving, nurturing and fostering; they dedicated this or- 
ganization to that task. 

So we may treat tonight as a milestone and can stop to 
look back upon the road that we have traveled and take an 
account of ourselves. What is the English-Speaking Union 
and for what may it hope? How do we justify our existence? 

Our object, as we say in our articles, is to draw together 
in the bonds of friendship the English-speaking peoples of 
the world. Merely as promoters of friendship between 
dwellers in different lands, there is nothing unique or peculiar 
in our effort. We do not deserve any special laudation. We 
are not holier than other men. Emphatically, we are not 
Pharisees. Other societies with similar aims labor in neigh- 
boring vineyards. All praise to them for doing so. We are 
more fortunate only in this—that to reach those whom we 
seek to draw together we need no linguists, nor interpreters, 
nor translators. Our medium for the communication of ideas 
is the rich and incomparable vehicle of the English language, 
a speech compounded of many tongues but still boldly en- 
riching itself by borrowing from every lexicon it meets as it 
marches around the globe. Surely a heritage so glorious may 
rightfully be put to the noble use of promoting friendship 
and supressing discord among its fortunate possessors. 

You recall that when mankind, all being still one of 
speech and tongue, got busy on the plain of Shinar with the 
first known skyscraper in order to make a name for them- 
selves, (as skyscraper builders still do), the Lord was so 
concerned by this threat to the battlements of Heaven that 
he decided to confound their language and so bring their 
work to confusion. For, said he, “Behold the people is one 
and they have all one language; and this they begin to do; 
and now nothing will be restrained from them which they 
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have imagined to do.” It was strong medicine but it got the 
result. No one since has questioned the power of a common 
speech or doubted the danger of vanity in its use. We do 
not overlook either lesson when we call our society the 
English-Speaking Union. 

Accordingly we are not seeking to raise a tower on which 
the nations of the earth may gaze in envious wonder; we do- 
not wish to build a territorial, commercial or political city, 
guarded by moated walls and by gates that will open only to 
an English password. Indeed a habitation so conceived would 
be hardly less dangerous to those within than hateful to 
those without. Closed territories, commercial restrictions, 
political alliances—there is danger and death in every one 
of them. But we are convinced that there is something truly 
potent in personal friendships, in sympathetic understand- 
ing of one another’s problems, in toleration for one another’s 
mistakes, in a true perception of the points where common in- 
terests meet, and in a spirit of generous concord instead of 
jealous rivalry. Only in such a spirit can we help ourselves 
when need arises or fulfil our duty to be of help to others. 
Such help surely we must be prepared to render; for when 
the nations of mankind are weighed in the balances of God, 
we may be certain that since much has been given to the 
English-speaking peoples, of them most certainly much will 
be required. 

In this spirit and with these convictions, this organization 
set out eighteen years ago. I see nothing that has happened 
in the meantime to cause us to waver in our original purpose 
or to distrust our underlying philosophy. On the contrary, 
each passing day only makes it clearer how much of the 
destiny of mankind, its progress, its happiness and its peace, 
hangs upon unity in sentiment and harmony in action 
throughout the English-speaking world. Look at the map, 
read your newspapers, listen to your radio and doubt it if 
you can. If I am right about this, and I do not see how 
any rational man can challenge it, the inquiry to which this 
meeting should primarily address itself is not whether we 
have chosen the right field for our operations, but whether 
we have gone about our business in the right way. 

Let me say at once that for my part I am glad that, while 
we are in earnest, we have never committed the cardinal 
error of taking ourselves too seriously. We have never 
aspired to be a political organization either in a national or 
an international sense. We are not another pressure group. 
We have never sought to influence the action of our own 
government or any other government. We have not crusaded 
for chosen causes or passed rolling resolutions, in imitation 
of the Tailors of Tooley Street, beginning with the stentorian 
words: “We, the people of the United States,” or even “We, 
the members of the English-Speaking Union,” and going on 
to approve this or condemn that, or urge the other. It is not 
our task as an organization to pass judgment, favorable or 
unfavorable, on the course which our own government or 
any other may be moved to pursue. We have neither the 
men nor the means nor the machinery to make such efforts 
effective; and if we had, I should still hope that wisdom 
would turns us from such a course. For after no little ob- 
servation and somé personal experience, I have reached the 
deliberate conviction that over-zealous intrusion in govern- 
mental matters on the part of private societies is apt to hinder 
far more than it helps and in the end to do more harm than 
good. Such things often needlessly embarrass those officers 
of the government whose delicate duty it is to conduct a 
nation’s foreign affairs. It is hard to negotiate either when 
brass bands are playing in front to signal the approach or 
when guerrillas are sniping at the negotiator from the rear. 

But let me make myself quite clear; and, if I seem to labor 
the point, it is because of the charge sometimes ignorantly 
made that we are simply another propaganda organization. 











I have even seen the suggestion—which will no doubt as- 
tound our harassed treasurer—that we are in receipt of funds 
from foreign sources! Or, what is equally startling, that we 
are promoting some sort of permanent alliance or alliances 
in which America, of course, according to the story, would 
be cast for the part of the sacrificial lamb! Apparently those 
who put about such fables are not aware that there are limits 
to absurdity as well as to human credulity. My point is only 
this: in a land which is still, thank God, a land of free, and 
I might add, unlimited speech, every member of this organiza- 
tion is entitled to express himself when or how he will on 
any public question—if he can get a listener; but the English- 
Speaking Union, as the English-Speaking Union, wili be 
well advised, in my opinion, never to exercise a similar 
license. 

If our role then seems less ambitious than some might 
hope or others fear, I take leave to think that it is nevertheless 
highly useful. We are aiming solely at the preservation of a 
lasting friendship between men of English speech, and since 
friendship can be based only upon knowledge and knowledge 
can grow only out of contact, we welcome every opportunity 
to promote such contacts, to increase and spread such know]- 
edge and to foster such a friendship. This is the meaning 
and all of the meaning of our personal courtesies and acts 
of reciprocal service, our social gatherings, our interchanges 
of teachers, students, lecturers and travelers, our literature 
and publications, and all of our activities. The field is large 
enough in all conscience—so large that I for one would not 
wish to broaden it. I only hunger for men and means and 
imagination and zeal to till it more intensively. For not 
only do I think we are not doing all that needs to be done; 
I am not even sure that individually and collectively we are 
doing all that it is in our power to do. Perhaps some search- 
ing of conscience in that regard may be healthy for all of us. 
I am myself not without some tinglings of remorse. 

God knows, no man with a heart in his breast can look 
at the world today without wishing to do his part in bring- 
ing men together instead of driving them apart. What a 
witches broth it is that you read of in your morning paper! 
In Spain and in China, bombs are dropping from the air on 
helpless men, women and children, as they go about their 
harmless tasks and blotting them out like insects. Whole 
nations, fearing war, are measuring themselves for gas masks 
and but yesterday were digging burrows in their fields and 
parks and gardens where like moles they may take refuge 
from the flying death. Fleeing people are burning behind 
them their cities, towns and villages as they run. Unoffend- 
ing Jews are harried hither and thither and all the horrors 
of medieval persecution are revived, with such improvements 
in cruelty as a relentless enemy can suggest. Blood purges 
are carried out against political rivals and opponents at 
wholesale and in open day. To millions, the elemental rights 
of free speech, free assembly and free worship are being 
denied ; and to make these deprivations possible, a free press 
has been entirely abolished and in some places the right of 
private property, the right of a man to profit by the fruit of 
his own labor, a right as it has been said without which all 
other rights are useless, has utterly disappeared. The old 
gods, the gods of gentleness and honor and justice are 
ousted from their temples; new gods are set up and a new 
idolatry practiced. Men are turning in ever increasing num- 
bers to the worship of an incarnate state, throwing away 
like useless baubles their rights, their privileges and their 
freedom for the deceptive promise of an imaginary security. 
Power politics has ousted for the time the search for an 
international law. 

One can but ask with deep anxiety whether all this fore- 
casts the coming future. Are such things to become a part of 
the fixed and customary life of men? Is humanity condemned 
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to fall back down the bloodstained path by which it has 
climbed to a life of liberty under law and begin again the 
weary ascent from the bottom? 

It is the common testimony of all witnesses, that the wor- 
ship of the totalitarian state is, and in truth is designed to 
be a new and fanatical religion, no less furious in its on- 
slaught than the most fanatic of those which in times past 
have ravaged the world. Mass hysteria, ceremonial extrava- 
gance, persecution of dissenters, suppression of rivals, com- 
pulsory obedience to a deified leader, all the old familiar 
phenomena are there. Is it destined thus to possess the earth? 
Or must not all those who detest the rule of force, and 
fraud and tyranny, close their ranks and prepare to stand 
boldly for the beliefs they cherish and the way of life they 
have chosen? They are not lacking in numbers, these who are 
outside the totalitarian fold; nor in material strength; 
nothing but faith in themselves and in their creed is needed 
to make them invincible when acting on a common front. 

Let us stop to ask what is this way of life that the English- 
speaking peoples and other non-totalitarians have chosen. 
They have not come to it by any sudden leap or inspiration; 
it does not flow from any moral excellence or virtue beyond 
that of other peoples to which they can pretend. They have 
reached it through many a day of trial and error, and often 
by the paths of toil and suffering. It has grown out of 
agelong experience and has been watered by the blood and 
tears of many generations of our ancestors. We, their chil- 
dren, well may pause when we are asked to exchange it for 
some supposedly newer thing, especially when the novelty 
consists only in repeating old mistakes under a specious 
change of name. 

This Way is the way of personal freedom, of individual 
liberty, of the right of every man to dispose as he will of 
himself and all that is his, so long as he refrains from in- 
juring his neighbor. It finds its inspiration in a profound 
belief in the worth and dignity of each individual man; 
claiming in his behalf the right to the free use of his God- 
given faculties and powers, and raising him erect among his 
tellows as an equal among equals in the sight of the law. 
Those who adopt this way of life recognize that every right 
carries with it a corresponding duty; but as they do not 
tamely submit to slavery for themselves, neither are they 
fired with the desire to enslave others. They ask only that 
justice and right, and legal obligations, may be weighed out 
to all upon even scales. The system that results where these 
ideas hold sway is what is called Democracy. 

Now it is impossible for those who believe in Democracy 
to bow down in worship of any mystical being called ““The 
State” or to deify in the old Roman fashion any tinsel 
emperor or strutting dictator. They know that the business 
of government is carried on by men no better or wiser in the 
large than themselves. They will not accept the despotic 
rule of any man or set of men, no matter what titles they 
assume. If their form of government is monarchical in name, 
it must be a limited monarchy so that it may be democratic 
in fact. If it is republican, its organs and its officers must 
have their powers strictly defined and clearly marked out. 
To each and all of them, Democracy gives the warning— 
“Thus far shalt thou go and no farther.” This is what the 
English-speaking peoples have wrought out; this is their con- 
tribution to the science of government; this is what they mean 
by their Magna Carta, by the English and American Bills 
of Right, by their Federal and State and Dominion constitu- 
tions. Every one of these declares certain unalienable rights 
of the individual, as the Declaration of Independence puts it, 
with which kings and parliaments and presidents and con- 
gresses and governors and councils, and parties and leaders, 
all and sundry, must not meddle and which they dare not 
impair. 





This is what I mean by our way of life. It has brought, 
we think, throughout the years more spiritual and material 
progress, more widely diffused prosperity and more personal 
happiness to those who follow it, than any other system the 
world has ever known. To those who point out its admitted 
imperfections and shortcomings, we say: “Come with us and 
make it better.”” While to those who turn from Democracy 
and choose to submit their consciences, their fortunes and 
their very lives to the uncontrolled will of a single man and 
his companions,—who prefer, in short, despotism to free gov- 
ernment—we can but say: “Your way is not ours; and un- 
less all history is false, your losses in the end will far out- 
weigh all your gains.” And we can but remind them, as 
John Stuart Mill has said, that any nation that dwarfs its 
men in order to make them more subservient to its will even 
for benevolent purposes, will ultimately learn that “with 
small men no great things can be done.” 

Ideas, like all things human, have their days of strength 
and weakness. Universally accepted today, they may be as 
universally challenged tomorrow. The history of man and 
of civilization has never been one of regular and continuous 
progress. Periods of advance alternate with others of retreat. 
If twenty years ago we thought that we were entering a 
world where the spread of democracy and international co- 
operation would give assurance of enduring peace, we must 
realize that the picture today is far different from our hopes. 
The radiant colors that once lit up the canvas have been 
overlaid by darker shades. ‘There is little gain in trying to 
apportion the blame for this sad eclipse. Folly, it has been 
said, in the wisdom that comes only behindhand; and it takes 
no Solomon to see that there is blame enough to go around. 
The stern fact that confronts us now is that force and reason, 
tyranny and freedom are locked once more in the struggle 
for mastery in the affairs of men. Surely this is no time of 
all times for the lovers of democracy to give way to despair 
and least of all to take off their armor or loosen any of the 
mutual bonds that give them strength. 

I return to the thought with which I began. The famous 
warning of Jefferson against ‘‘entangling alliances” —so often 
mistakenly attributed to Washington—has guided and rightly 
guided the American people for over a century. It guides 
them still. But I recall that it was also Jefferson who wrote 
in 1806 of the England and America of that day what may 
be applied with even greater reason to modern America and 
the British Commonwealth of Nations, that “no two coun- 
tries on earth have so many points of common interest and 
friendship, and the rulers must be great bunglers if indeed 
with such disposition they break them asunder”. 
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Taxation of Tax-Exempt Securities 


THE POWER TO TAX IS THE POWER TO DESTROY 
By DAVID M. WOOD, Thomson, Wood & Hoffman, New York, before the 
Twenty-Seventh Annual Convention of the Investment Bankers Association of America, 


at White Sulphur Springs, West Virginia, October 26, 1938 


what upset regarding the proposal of the Federal Gov- 

ernment to levy taxes upon the income derived from 
State and municipal bonds. Indeed, the States themselves 
have become so concerned about it that they have organized a 
nation-wide association, which, I am informed, has been 
joined by forty States, to protect themselves against this 
threatened invasion of their sovereign rights. This concern 
would seem to be justified, for the President of the United 
States, in a message to Congress, has suggested that Congress 
should enact a statute levying taxes upon the income derived 
from State and municipal bonds thereafter issued, and the 
Department of Justice has prepared and published an elab- 
orate brief purporting to sustain the constitutionality of such 
legislation. ‘he investors are disturbed because they fear 
that, notwithstanding the assurances of the Federal Govern- 
ment that it is proposed to levy such taxes only upon the in- 
come derived from bonds thereafter issued, it actually pro- 
poses, or will, in the not far distant future, propose, to tax 
the income derived from State and municipal bonds now out- 
standing. Whether there is any justification for this lack of 
confidence in the assurances of the Government is a question 
upon which there may be a difference of opinion, but that 
such lack of confidence exists can hardly be disputed. The in- 
vestor is convinced that if the power of Congress to levy 
taxes upon the income derived from future issues of State 
and municipal bonds, were once established, some argument 
to justify the taxation of income, derived from bonds now 
outstanding, would soon be advanced. 

The States are concerned about the proposal because they 
see in it an encroachment upon the rights of the States, which 
would have very far-reaching consequences. Its initial effect 
would, no doubt, be to increase slightly the revenues of the 
Federal Government, but would do so at the expense of the 
local taxpayer. The Federal tax would be reflected in higher 
interest rates upon the bonds, issued by the States and their 
municipalities, and this increase in the interest rate would re- 
sult in increasing the tax burden of citizens of the States and 
municipalities issuing the bonds. But the problem has still 
more serious consequences for the States, to which I will refer 
later. 

The question is frequently asked, what provision of the 
Federal Constitution deprives Congress of the power to tax 
the income derived from State and municipal bonds? There 
is no express declaration to that effect in the Constitution, 
but the taxing power of any Government only extends to 
properties and persons subject to its jurisdiction. The authors 
of the Constitution created a federated republic, composed, 
originally, of thirteen sovereign States. To the National 
Government the States delegated certain powers and re- 
served all other powers to themselves, or to the people. It 
was never intended to make the States completely sub- 
ordinate to the United States. The States reserved to them- 
selves all the attributes of sovereignty which they did not 
delegate to the Federal Government. Consequently the 
States and their instrumentalities of Government were never 
subject to the taxing jurisdiction of the United States. 

On the other hand the United States was not intended to 
be subordinate to the States, and, accordingly, the Supreme 
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Court of the United States held, very early in the history of 
this country, that the United States and its instrumentalities 
of government were not subject to the taxing jurisdiction of 
the States. From the time the Supreme Court of the United 
States decided the famous case of McCulloch v. Maryland, 
down to the present time, this system of dual sovereignties 
has been recognized by the courts, and the courts have held 
that the States cannot tax the United States or any of its in- 
strumentalities or bond issues, and, conversely, the Federal 
Government cannot tax the States or any of their instrumen- 
talities or bond issues. The reason bond issues are included 
in the exemption is because they are merely the evidence of 
the exercise of a sovereign power of government—the con- 
tracting power, and to levy a tax upon the bonds is, in effect, 
to tax the power itself. 

In 1894 Congress enacted an income tax law. The con- 
stitutionality of that law was questioned in the case of 
Pollock v. Farmers’ Loan & Trust Co., 157 U. S. 429; 158 
U.S. 601. The Supreme Court held the act unconstitutional. 
That decision resulted in the adoption of the Sixteenth 
Amendment to the Federal Constitution. The amendment 
reads as follows: 


“The Congress shall have power to lay and collect 
taxes on incomes, from whatever source derived, with- 
out apportionment among the several States, and with- 
out regard to any census or enumeration.” 


Since the ratification of the amendment, the courts have 
steadily declared that its sole effect is to permit Congress 
to levy an income tax, free from the requirement of an ap- 
portionment of the levy among the States according to their 
populations, determined by the last Federal Census, and that 
it was not intended to extend the taxing power of Congress 
to new or previously excepted subjects. Conforming to these 
decisions, the Supreme Court of the United States held, in 
the case of National Life Insurance Co. v. United States, 277 
U. S. 508, that, notwithstanding the Sixteenth Amendment, 
a tax upon the income derived from State and municipal 
bonds is unconstitutional. In effect, the Court has held that 
the Sixteenth Amendment must be read in connection with 
the entire Constitution and that it was not intended as a new 
grant of power, which might be exercised by Congress with- 
out regard to the other provisions of the Constitution in 
which it was incorporated but was intended merely to avoid 
the necessity of apportioning an income tax among the 
States according to their populations, as the Constitution had 
previously required. This interpretation of the Sixteenth 
Amendment has been steadily adhered to by the Supreme 
Court of the United States, in many decisions, since it was 
first called upon to construe the Sixteenth Amendment. 
The Department of Justice now contends that the Six- 
teenth Amendment must be interpreted as a new grant of 
taxing power, not subject to constitutional limitations there- 
tofore imposed upon the taxing power, and that it conferred 
upon the Federal Government power to levy taxes upon 
subjects, which previously, were not within the scope of its 
taxing power. It is admitted that the courts have consistently 
held that this is not a correct interpretation of the amend- 
ment, but it is contended that these decisions are erroneous 





David M. Wood 


105 










and were rendered without a consideration of all of the facts. 
Let us, therefore, examine the facts. 

Prior to the ratification of the Sixteenth Amendment, 
Congress, unquestionably, possessed the power to levy an in- 
come tax. This taxing power was plenary and embraced all 
conceivable forms of income taxes, but the Federal Constitu- 
tion contained two important limitations upon its exercise. 
One was that direct taxes must be apportioned among the 
States in proportion to their population, determined by the 
last Federal Census, and the other was, that taxes other than 
direct taxes, must be levied uniformly throughout the United 
States. This latter limitation did not preclude the possibility 
of classification of persons and properties for taxation, but 
merely required geographical uniformity of the tax levied 
upon any class of property or persons. 

What then, was the necessity for the enactment of the 
Sixteenth Amendment? The reason was, the Supreme Court 
had held in the case of Pollock v. Farmers’ Loan & Trust 
Company, that a tax levied upon the income derived from 
real estate or personal property, was a direct tax which re- 
quired apportionment among the States, as the Constitution 
required. In fact, the Court held three things in the Pol- 
lock case: 

(1) That a tax levied upon incomes derived from busi- 
nesses, professions, etc., was not a direct tax and might be 
levied by Congress without an apportionment, but, of course, 
subject to the other constitutional limitation, that it be levied 
uniformly throughout the country ; 

(2) That a tax levied upon incomes derived from real 
or personal property was a direct tax, which was subject to 
the requirement of apportionment; and 

(3) That under no circumstances, whether the tax was ap- 
portioned or levied uniformly throughout the country, could 
a tax be levied upon the income derived from State and 
municipal bonds. 

Because this decision rendered impracticable the levy of a 
tax upon incomes derived from invested capital, President 
Taft recommended to Congress the enactment of a consti- 
tutional amendment to authorize the levy of an income tax, 
free from the requirement of apportionment. The amend- 
ment was passed by both branches of Congress with com- 
paratively little debate, and at no time prior to its passage 
was it suggested by any member of Congress that it would 
permit the levy of taxes upon the income derived from State 
and municipal bonds. All of the debate indicates that what 
the members of the House and Senate had in mind, was that 
there were large incomes derived from invested capital, the 
taxation of which was practically impossible, under the exist- 
ing Constitution. Thus we find members of Congress re- 
ferring to the enormous investment of Andrew Carnegie in 
bonds of the United States Steel Corporation, and the large 
income. which he derived from that investment, free from 
all Federal taxation. It was not until Governor Hughes of 
New York expressed the view that the language of the 
amendment was such as to confer upon Congress the power to 
tax State and municipal bonds, that we find any consideration 
given to this very important point. 

Thereupon, this question was greatly agitated in the pub- 
lic press, and it resulted in Senator Borah delivering a speech 
from the floor of the Senate, in which with great ability, he 
analyzed that the amendment would not have the effect 
which Governor Hughes feared. Senator Bailey said that he 
had voted for the amendment, believing that it would have 
no such effect, and Senator Brown, who had introduced the 
amendment, stated on the floor of the Senate and elsewhere 
in public speeches, that he did not concur in Governor 
Hughes’s fears. Elihu Root, then Senator from New York, 
expressed a similar opinion, and a careful search of the 


Congressional Record fails to disclose any opinion to the 
contrary expressed on the floor of the House or Senate by 
any member of Congress. 

Several public men of the time shared Governor Hughes's 
fears, but many others of equal prominence differed with him, 
and many text-writers denied that the amendment had any 
such effect. Among these was Professor Seligman of Colum- 
bia University, a noted authority upon the subject of taxa- 
tion. 

Summarizing the facts we find that while the amendment 
was pending before the States, no member of Congress ap- 
pears to have stated upon the floor of either House, that the 
amendment, in his opinion, would authorize the taxation of 
the income derived from State or municipal bonds, but that 
among public officials, lawyers and text-writers, there was a 
difference of opinion upon the subject. 

In determining what was the purpose of Congress and of 
the people of the States, in proposing and ratifying the 
amendment, it is necessary to consider not only the difficulty 
which was proposed to be remedied by the amendment, but 
what would be the consequences of various interpretations of 
the amendment. The Department of Justice contends that 
the amendment is free from ambiguity, and, therefore, there 
is no room for interpretation; that the words “from what- 
ever source derived” mean exactly what they say and author- 
ize Congress to tax the income of any person, corporation or 
other entity. But a moment's reflection will show that there 
are certain incomes, which, obviously, were not intended to 
be included within its scope—that there are certain inherent 
limitations upon the scope of this so-called unambiguous 
language. Obviously, Congress could tax incomes under this 
amendment only if the person to whom the income accrued, 
or the property or business from which the income was de- 
rived, was subject to the jurisdiction of the United States. 
It certainly would not be contended that it gave Congress 
the power to levy taxes upon salaries and incomes wholly 
without the jurisdiction of the United States. Would it be 
contended that Congress could levy a tax upon the income 
earned by a foreigner prior to the time he came to this coun- 
try and became a naturalized citizen? Was it intended to 
authorize Congress to levy a tax upon the income of a foreign 
visitor? Was it intended to apply to the salary of an 
ambassador accredited to this country by a foreign govern- 
ment? In short, the amendment is subject to the implied 
limitation that Congress can levy taxes only upon persons 
properties and business subject to its taxing jurisdiction. 

_But the States have never been subject to the taxing juris- 
diction of Congress. The States are independent sovereign- 
ties. In Ohio Life Insurance & Trust Co. v. DeBolt, 16 
How. 230, the Supreme Court of the United States said: 


“It will be admitted on all hands that with the 
exception of the power surrendered by the Constitution 
of the United States, the people of the several States are 
absolutely and unconditionally sovereign within their 
respective territories.” 


This has been constantly reiterated by the Supreme Court 
of the United States. It is because a State is sovereign, that 
it may not be sued without its consent. However inconvenient 
it may now seem to the National Government, the obstinate 
facts are, that the Constitution of the United States did not 
create a highly centralized national government, but, on the 
contrary, created a federal union of sovereign States and 
delegated to the National Government certain powers only. 
Those powers which were not delegated to the Federal 
Government, in the language of the Constitution itself, “are 
reserved to the States respectively, or to the people.” To say 
that a sovereign is a subject of taxation by another sovereign 
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is a contradiction of terms. ‘he authors of the Constitu- 
tion of the United States would have been amazed at the as- 
sertion of any such power on the part of the Federal Gov- 
ernment. 

‘The States, therefore, are not, and never were, within the 
scope of the taxing power of Congress, for the same reason 
that an ambassador, accredited by a foreign country to this 
country, is not subject to such taxing power. The ambassa- 
dor is the representative of his sovereign, and international 
law has always recognized, for that reason, the immunity of 
an ambassador from control by the country to which he is 
accredited, whether through the exercise of the taxing power, 
or otherwise. The States are themselves sovereignties, and 
likewise are not subjects of taxation by the Federal Govern- 
ment. Prior to the ratification of the Sixteenth Amendment, 
the Supreme Court of the United States had held Congress 
possessed no power to tax the States or the instrumentalities 
through which they exercise their sovereign powers, not be- 
cause there was any express declaration to that effect in the 
Federal Constitution, but because such taxation was in- 
compatible with the system of dual sovereignties which the 
Constitution established. The Sixteenth Amendment made 
no change in this situation, and it must be construed merely 
as authorizing Congress to levy an income tax, without the 
necessity of an apportionment, upon such subjects of taxa- 
tion as are within the taxing jurisdiction of Congress. 

If the conteution of the Department of Justice is correct 
and the Sixteenth Amendment amounts to a new grant of 
taxing power not subject to the limitations imposed by other 
provisions of the Constitution, it has some very curious re- 
sults, which it is difficult to believe Congress could have 
intended. None of these consequences was discussed or even 
hinted at in the debate upon the adoption of the joint resolu- 
tion proposing the amendment, and the consequences of such 
an interpretation of the amendment are so far-reaching and 
so destructive of the system of government which the Con- 
stitution established, that it is hard to believe that, had 
Congress intended them, it would have passed the amendment 
with so little debate. A consideration of the consequences of 
this interpretation of the amendment is, therefore, in order, 
as it may throw considerable light upon the intention of 
Congress and of the people in proposing and ratifying the 
amendment. 

The Supreme Court held, in the Pollock case, that a tax 
levied upen the income derived from real or personal prop- 
erty was a direct tax, consequently, subject to the rule of ap- 
portionment. If the Sixteenth Amendment, however, be con- 
sidered as a grant of a new power to Congress, then it 
authorizes a levy of a direct tax without the necessity for 
apportioning it among the States. At the same time it is 
not subject to the rule of uniformity, as that rule does not 
apply to direct taxes. It is, therefore, subject to no limitation. 
Under that interpretation of the Sixteenth Amendment, 
Congress would possess the power to levy a tax upon incomes 
derived from invested property subject neither to the rule 
of apportionment, nor to the rule of uniformity. The result 
would be that Congress would possess the power to levy in- 
come taxes of this character at different rates in the different 
States. It could tax incomes, derived from invested prop- 
erty, at one rate in New York, and in Nevada, at another 
rate. This was pointed out by Chief Justice White in an 
opinion rendered for a unanimous Court in Brushaber vw. 
Union Pacific R. R., 240 U. S. 1, at page 12. 

‘The power to tax is the power to destroy. Chief Justice 
Marshall so declared more than one hundred years ago, and 
it is a generally accepted truth. It is true that some Judges 
in dicta, notably Justice Holmes, have disputed this proposi- 
tion, usually in dissenting opinions, but even Justice Holmes 









in writing the opinion for the Court, in St. Louis Poster Co. 
v. United States, 249 U. S. 272, declared that a municipality 
could exercise its taxing power to tax bill boards out of 
existence. In fact the taxing power has been used by the 
States, and even by Congress on more than one occasion, for 
the purpose of destruction. Under the Department of Jus- 
tice’s interpretation of the Sixteenth Amendment, therefore, 
it would be possible for Congress to tax out of existence 
invested capital throughout the entire country, or, there being 
no limitations upon the exercise of the taxing power, which 
it contends was vested in Congress by the Sixteenth Amend- 
ment, to select the States in which invested capital should be 
taxed out of existence. Can we believe that Congress, in 
proposing the Sixteenth Amendment, or the people in ratify- 
ing it, contemplated anything of the sort? 

Moreover, if the Sixteenth Amendment is such a new 
grant of power, and the words “from whatever source de- 
rived” were not intended merely to dispose of the difficulty 
presented by the decision of the Supreme Court in the 
Pollock case, but are to be construed as extending the taxing 
power of Congress to subjects of taxation not theretofore 
within the scope of the Federal taxing power, then it follows 
that Congress may tax the income of the States, or of their 
municipalities. The Department of Justice apparently takes 
that very position. The interpretation for which the Depart- 
ment contends, forces one inevitably to that conclusion, be- 
cause the States and their municipalities have incomes and 
under that interpretation of the effect of the Sixteenth 
Amendment, the origin of the incomes, or the persons possess- 
ing them, is immaterial. Under that interpretation of the 
Sixteenth Amendment, the governmental or sovereign ca- 
pacity of the taxpayer is likewise immaterial, for the moment 
it is admitted that the character of the States or of their 
municipalities has any bearing upon the validity of the tax, 
the whole argument made to sustain the interpretation con- 
tended for, breaks down completely. It is for that very 
reason that the Department has gone to such pains in an 
attempt to demonstrate that all of the decisions of the 
Supreme Court of the United States, prior to the Sixteenth 
Amendment, denying Congress the power to tax the States 
or their instrumentalities, are erroneous. It was forced to 
take such a position, for it was realized that its contentions 
regarding the interpretation of the Sixteenth Amendment 
were otherwise untenable. 

Moreover, under the interpretation of the Sixteenth 
Amendment, asserted by the Department of Justice, Congress 
would possess the power to levy taxes upon the incomes of 
all judicial officers of the Federal Government and of the 
States. These officers might be classified as a class of tax- 
payers, and rates of taxation assessed upon their incomes 
different from those assessed upon other classes of taxpayers. 
Congress has for many years classified taxpayers for income 
tax purposes, and has assessed against certain classes rates of 
taxation differing from those assessed against other classes of 
taxpayers, and this power has been sustained by the courts. 
It would be within the power of Congress, therefore, to so 
exercise the taxing power against judicial officers of the 
country, as to make them subservient to Congress, and what 
is even more dangerous, when Congress is dominated by the 
Executive, to make the Judiciary subservient to the Executive 
branch of the Federal Government. 

This interpretation of the Sixteenth Amendment, would 
result in conferring upon Congress a power which could be 
used not only to destroy the States, but also to destroy the 
independence of the judiciary. States which did not conform 
to the will of the Federal Government, could be forced into 
line by the levy, in those States, of taxes upon the incomes of 
its citizens at higher rates than those levied upon citizens of 
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States which were subservient to the Federal Government, 
and if that were not sufficient, discriminatory taxes might be 
levied upon their bonds and upon the bonds of their munic- 
ipalities, or even upon their tax revenues, until they came to 
terms. The Federal Government would be in a position 
completely to control the finances of the States and of their 
municipalities, and through the exercise of this power no 
State would be able to exercise any of its reserved powers, 
without the approval of the Federal Government. The States 
would become as completely subject to the control of the 
Federal Government, as a county is now subject to control 
by the State which created it. The States would cease to be 
sovereignties and would become mere geographical subdivi- 
sions, existing at the will and for the convenience of the 
Federal Government. 

The independent judiciaries, State and Federal, which have 
been so carefully set up, could be destroyed over night. The 
authors of the Constitution were well aware that no judi- 
ciary can be independent when its compensation is subject 
to diminishment by either the Legislative or Executive branch 
of the Federal Government. For that reason, Article III, 
Section 1 of the Federal Constitution carefully provided that 
the compensation of Judges should “not be diminished dur- 
ing their continuance in office.” Can anyone believe that the 
people of this country in ratifying the Sixteenth Amendment 
intended such a revolutionary change in the structure of 
the American Government? 

The conclusions, which the Department of Justice seems 
to have reached, regarding the effect of the Sixteenth Amend- 
ment, seem to be due to a failure to realize that the amend- 
ment, upon its ratification, became a part of the existing 
Constitution and must be read in connection with that entire 
document. That is exactly what the Supreme Court of the 
United States has done in interpreting the amendment in the 


various cases which have come before it since its ratification. 
It was obliged to hold, for instance, that the intent of Con- 
gress and the people in proposing and ratifying the amend- 
ment, was merely to transfer taxes upon income derived from 
invested property, from the class of direct taxes to the class 
of exercises, so as to subject these taxes to the rule of uni- 
formity applicable to exercises, and thus avoid the absurdity 
of assuming that is was intended to confer upon Congress a 
power to levy income taxes at different rates in different 
States. Similarly, the Court has held that the amendment 
is subject to the constitutional prohibition against reducing 
compensation of a judicial officer during his term of office, 
and, for the same reasons, it has held that the amendment 
did not confer upon Congress the power to tax incomes 
derived from State and municipal bonds. In short, the Court 
has held that neither Congress, nor the people, intended by 
the ratification of an obscurely worded amendment, to de- 
stroy limitations upon the powers of the Federal Govern- 
ment, which are expressly provided for in the Constitution, 
or necessarily implied, and which are essential for the preser- 
vation of the very form of government which the Constitu- 
tion was intended to establish. 

The Constitution provided for an indestructible union of 
indestructible States. Whenever the people decide to change 
that form of government, they can do so, by amending the 
Constitution, but the amendment will have to so provide 
expressly, for no court will be justified in assuming the people 
intended revolutionary change in the structure of govern- 
ment, unless their intention was unmistakably expressed. No 
court would be justified in assuming the people intended to 
abandon fundamental concepts upon which the United States 
was founded, because, in an amendment relating to taxation, 
is to be found the obscure phrase “from whatever source 
derived”. 
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afternoon can be insensible to the honor accorded 

him. Each of us is aware that the American Public 
Health Association is meeting this year under unusual cir- 
cumstances. In the sixty-six years since the founding of this 
Association, there probably never has been a time when there 
was such great opportunity and such broad responsibility con- 
fronting the public health professions. It is probable that the 
National Health Conference, held last July, marked a turn- 
ing point in the health program of the nation. This special 
meeting provides an occasion to take stock of the proposals 
suggested at that conference as signposts to the future of 
public health. 

It would be presumptuous for me to address the American 
Public Health Association in the guise of a public health ex- 
pert. My role is to lay before you the tentative conclusions 
reached by a group of technical experts in the Federal Gov- 
ernment and to outline the significance of these findings, as 
they appear to me and to my colleagues. 

Public health has long been recognized as fundamental for 
the public welfare. But this principle has been honored in 
the breach as well as in the observance. As our society 
becomes increasingly complex, health is vitally important to 
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the nation as a whole just as it is vitally important to the 
individual and the family. As our society changes, health 
needs change; and health services must adjust themselves 
accordingly. The essential change which is occurring—and 
even the most casual observer can see it—is the development 
of an ever closer focus of the health services upon the eco- 
nomic and social welfare of the family. The National Health 
Conference recently held in Washington was a logical out- 
come of this trend. 1 want to review for you the program 
discussed at that Conference and to consider briefly its 
significance to the public health professions. 

The background of the National Health Conference is 
briefly told. Immediately after the passage of the Social 
Security Act in August, 1935, President Roosevelt recog- 
nized that many health and welfare activities then considered 
to be of an emergency nature were likely to become perma- 
nent and that administration of the newly established responsi- 
bilities of government should be effectively coordinated. He 
therefore created the Interdepartmental Committee to Coor- 
dinate Health and Welfare Activities. The chairman of that 
Committee is Miss Josephine Roche, formerly Assistant Secre- 
tary of the Treasury ; the other members are the Under Secre- 
tary of Agriculture, the Assistant Secretaries of the Interior 
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and of Labor, and myself. This Committee undertook to 
explore its problems through a number of technical com- 
mittees, one of which is the Technical Committee on Medical 


Care. This subcommittee is composed of representatives 
from the United States Public Health Service, the United 
States Children’s Bureau, and the Social Security Board. 

The Technical Committee on Medical Care made extensive 
studies of the health practices and of the needs of the coun- 
try. It summarized its findings in a report entitled “The 
Need for a National Health Program.” On February 14, 
1938, this report was presented to the Interdepartmental 
Committee which approved it and submitted it to the Presi- 
dent. 

The President recognized the urgency of the needs 
described in the report of the Technical Committee and 
suggested that the Interdepartmental Committee lay the 
Technical Committee’s report—including its recommenda- 
tions—before a public conference. Miss Roche called the 
National Health Conference in Washington in July to 
analyze the problems and to discuss the recommendations of 
the Technical Committee. Some of you attended the Con- 
ference; all of you know about it in a general way. I intend, 
therefore, only to summarize briefly the recommendations 
made by the Technical Committee at that time, giving special 
attention in this review to those aspects of the recommenda- 
tions which are of special concern to you. 

The Committee presented five recommendations for dis- 
cussion. And, at the outset, let me emphasize these were 
recommendations only. No resolutions were passed at the 
National Health Conference; no program was voted upon. 
Action will come later, when and if the citizens of this coun- 
try initiate it through their legislative representatives. 

The first recommendation was that the existing Federal- 
State cooperative program for general public health services 
and for maternal and child health services, both recently 

strengthened under the Social Security Act, be further ex- 
tended through enlarged grants-in-aid to the States. 

Under this recommendation, the Committee first proposed 
an expansion of general public health services. Prevention 
must always be regarded as the first step in a health program. 
Expansion of preventive health services means the strength- 
ening and extension of organized public health services which 
are furnished primarily in the States and in the local com- 
munities. Federal participation in the existing cooperative 
program, developed under title VI of the Social Security 
Act, should be increased with a view toward equalizing the 
public health services throughout the Nation by strengthen- 
ing these services where they are weak. The Committee 
further proposed that increased Federal participation be used 
particularly in promoting an attack on certain important 
causes of sickness and death for the control of which we 
already have effective weapons. 

It has long been an accepted maxim that public health is 
purchasable, but it has also long been the practice that we do 
not really purchase it. If we want effective public health ser- 
vice, we must really want it and must be prepared to pay 
for it. 

The rate at which the program can be developed depends 
upon many factors, involving the States, the local commu- 
nities, and voluntary agencies, as well as the Federal Gov- 
ernment. The rate of expansion must be geared to the devel- 
opment of administrative and cooperative organization and 
to the availability of trained and experienced personnel. The 
Committee’s recommendation called for a careful but steady 
expansion toward a 10-year goal when an adequate program 
of expanded public health services would require additional 
expenditures by Federal, State, and local governments of 
about $200,000,000 a year—that is, about $1.50 per capita. 

The second part of the first recommendation deals with 








the expansion of special maternal and child health services. 
The Committee proposed an expansion of the Federal-State 
cooperative program already developed under title V of the 
Social Security Act. The goal is to assure to mothers and 
children of all income groups and in all parts of the United 
States at least those minimum medical services which are 
essential to reduce our needlessly high maternal mortality 
rates and death rates among newborn infants, and to prevent 
diseases and conditions which occur in childhood and lead 
to serious disabilities in later life. —TThe Committee’s recom- 
mendation calls for a gradually expanding program and this 
will cost money. If all that should be undertaken were 
brought into practice, the program would require, by the 
tenth year, total additional expenditures of about $165,000,- 
000 a year or about $1.25 per capita. 

The Committee recommended that approximately one-half 
of these increased funds be provided by the Federal Gov- 
ernment. ; 

Expressed in millions of dollars, the costs involved in this 
first recommendation seem large—an eventual 365 million 
dollars per annum. But when related to the expanding pop- 
ulation in the 10 years for which the program is laid out, the 
total comes to about $2.75 per person per year. 

The second recommendation was concerned with Federal 
grants-in-aid for the construction of needed hospitals and for 
provision of temporary maintenance grants in the first 3 years 
after these new hospitals are built, in order to assist the local 
communities in taking over the responsibility for using and 
supporting them. 

The Committee’s study showed that we need about 360,- 
000 additional beds—taking into account beds needed in gen- 
eral, tuberculosis, and mental disease hospitals in both rural 
and urban areas—and that we need at least 500 health and 
diagnostic centers in areas not readily accessible to hospitals 
or not sufficiently populated to require or to be able to sup- 
port fully equipped hospitals. Improvement and moderniza- 
tion of existing facilities is, of course, included. Averaged 
over a 10-year period, the total annual cost of this program, 
including both construction and temporary maintenance, is 
estimated at a little under $150,000,000 of which about one- 
half should be met by the Federal Government. 

The Committee pointed out, of course, that construction of 
new hospitals would be an unwise procedure if there were 
not, at the same time, provision to help meet the costs of 
hospital care. Otherwise, the new hospitals, as well as many 
of the existing hospitals, would still be unavailable to the 
poor and to people with small incomes; the net result would 
be more empty hospital beds and continuing inadequate serv- 
ice. The third and fourth recommendations of the Commit- 
tee deal with this problem. 

The third recommendation called for Federal grants-in- 
aid to the States to help them meet the costs of a medical- 
care program for recipients of relief or public assistance and 
for other persons with low incomes who are able to meet 
the ordinary costs of living but not the extraordinary costs 
of illness. 

The facts brought to the attention of the Committee show 
that the one-third of the population which is in the lower 
income levels is receiving inadequate general medical services. 
This applies to more than 20 million persons who are sup- 
ported by general relief, work relief, old-age assistance, or 
other forms of public aid; and to about 20 million other per- 
sons in families with incomes of $800 a year or less. These 
40 million people are doubly handicapped. They have higher 
rates of sickness and disablement than prevail among groups 
with larger incomes, and they have lesser capacities to buy 
and pay for the services they need. Current provisions for 
medical services are inadequate to meet their needs. The 
Committee recommended that the Federal Government assist 
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the States through grants-in-aid to strengthen medical serv- 
ices for these two broad groups of the population. 

It is estimated that, on the average, $10 a year per person 
in the groups to be aided would be required to meet the 
minimum needs for essential medical and surgical care, di- 
agnostic services, hospitalization, medicines and appliances, 
and emergency dentistry. The use of govermental hospitals 
in communities where they are available is, of course, assumed. 
The use of nongovernmental hospitals, paid for on a proper 
basis by public funds, is also assumed as a part of this pro- 
gram wherever local conditions make this policy necessary 
or expedient. Thus, a strengthened program of public medical 
services for medically needy persons would help to make use 
of existing hospital beds, and also of newly constructed hos- 
pital beds where the facilities are inadequate, and would help 
to meet the costs of hospital services for these medically needy 
persons. This also applies to the use of out-patient clinics 
and similar facilities. 

This part of the program might be begun with the expendi- 
ture of $50,000,000 the first year and gradually expanded 
until it reaches the estimated level of $400,000,000 which 
would be needed to provide minimum care at an average 
cost of $10 per person a year to the 40 million medically 
needy people. The Committee recommended that one-half 
of the total annual cost be met by the Federal Government. 

The fourth recommendation was presented as comple- 
mentary to the third and called for grants-in-aid to States 
to enable them to set up a general program of medical care, 
either by the use of taxation, or by State health insurance 
programs, or by a combination of the two. 

The first three recommendations, you will note, took ac- 
count of general or special preventive services, hospital con- 
struction and modernization, and services for the medically 
needy. This fourth recommendation turns to the problems 
of persons who are ordinarily self-supporting. ‘The Commit- 
tee directed attention to the economic burdens created by 
sickness, especially among low-income groups, and concluded 
that there is need for measures which will enable people to 
anticipate and to meet sickness costs on a budget basis. 

Without great increase in total national expenditure, the 
burdens of sickness costs on families and on the public can 
be greatly reduced through arrangements to distribute these 
costs among groups of people and over periods of time. The 
more adequate prevention and care thus made possible would 
lessen both individual disasters and the public burdens arising 
from dependency. 

The Committee recommended consideration of a compre- 
hensive program designed to increase and improve medical 
services for the entire population. To finance the program, 
two sources of funds could be drawn upon: (a) General 
taxation or special tax assessments, and (b) specific insurance 
contributions from the potential beneficiaries of an insurance 
system. The Committee recommended consideration of both 
methods, recognizing that they may be used separately or in 
combination. 

A program of medical care to serve the entire population 
is an objective to be fully attained only after some years of 
development. The role of the Federal Government should 
be principally that of giving financial and technical aid to 
the States in their development of sound programs through 
procedures largely of their own choice. 

Though this fourth recommendation deals primarily with 
medical care for self-sustaining persons, the Committee rec- 
ognized that it would be unsound for the States to develop 
for the self-supporting population medical-care programs 
which are separate and apart from whatever the States might 
develop for needy persons. Accordingly, the Committee pro- 
posed that while the fourth recommendation deals primarily 
with State medical programs of self-supporting persons, a 








sound State plan should make provision for the care of the 
needy persons under the same system that is developed for 
the self-supporting. Accordingly, you will note that this 
fourth recommendation is broad and absorbs the third recom- 
mendation which dealt only with public medical services for 
the needy and the medically needy. 

The fifth recommendation proposed that Federal action 
be taken toward the development of disability compensation— 
that is, benefit payments to insured workers who are tem- 
porarily or permanently disabled. This recommendation con- 
templates insurance against loss of wages on account of 
disability. 

Under the present social security program, millions of 
workers may count on some continuance of partial income in 
lieu of their regular wages when they become unemployed and 
are able to work. Under the workmen’s compensation laws, 
most of them are protected against wage loss resulting from 
accident or injury arising out of employment. But generally 
they have no protection against wage loss resulting from non- 
industrial sickness or accident. A limited number of workers 
do have some such protection through voluntary insurance 
schemes, commercial or nonprofit, but they are a small minor- 
ity in the total. 

There is good reason to believe that insurance against 
disability can best be treated not by a single insurance system 
but by two systems closely coordinated. There is, first, the 
problem of the temporarily disabled worker—the worker who 
has an acute illness and for whom there is every reason to 
expect that, after a few weeks or a few months, he will 
recover and return to work. There is, second, the problem 
of the permanently disabled worker—the worker who, by 
reason of crippling or chronic illness, will probably never 
again be able to enter gainful employment. 

Temporary disability compensation, with a substantial 
waiting period—7, 10, or 14 days, with benefits calculated 
at 50 percent of wages for a benefit period of at least 26 
weeks, would cost approximately 1 percent of wages. The 
cost should probably be divided between employers and work- 
ers, though a share of the cost might be carried by general 
taxation. Such an insurance system would normally be 
financed on an annual fiscal basis, involving no reserves other 
than for operating and contingency purposes. 

Permanent disability insurance, with benefits geared to 
old-age and survivors’ benefits, would probably cost 0.2% 
to 0.3% of wages in the early years, but the cost may be 
expected to rise in the course of years, the exact costs depend- 
ing upon the size of the benefits provided and upon numerous 
other factors. This type of insurance could be established 
by liberalizing present Federal old-age insurance system. 

You will note that these five recommendations present 
alternative programs to be selected or modified by the States. 
Except for the proposal to integrate permanent disability 
(invalidity) insurance with the Federal system of old-age 
insurance, all the recommendations place the Federal Gov- 
ernment in the réle of giving financial and technical assist- 
ance toward programs which are to be operated by the States 
and the local communities. The recommendations propose, 
not the building up of a vast Federal health machinery, but 
the strengthening and growth of the existing State and local 
arrangements through which health and medical services 
are furnished. 

The reports and recommendations were submitted to the 
members of the National Health Conference, who included 
both lay and professional persons representing the widely 
diverse groups who constitute the population of the United 
States and who are actively concerned with health and wel- 
fare. As you know, the national health program submitted to 
the Conference has been the subject of active study and dis- 
cussion among many public groups, both lay and professional, 
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since July. Various groups concerned with labor, agricul- 
ture, welfare, and health have not only indicated their deep 
interest in the program, but have given it broad and substan- 
tial approval. 

The American Medical Association called a special meet- 
ing of its House of Delegates in September to study the 
recommendations. It is gratifying that this body saw its way 
clear to endorse the substance of the four recommendations 
dealing with expansion of public health, maternal and child 
health services, construction and improvement of hospitals 
and related facilities where needed, medical care for needy 
persons, and insurance against disability wage-loss. ‘The 
House of Delegates did not, however, see its way clear to 
endorse the fourth recommendation, dealing with the develop- 
ment of a general medical-care program through taxation or 
insurance, or a combination of the two. 

Though I have referred to the endorsements which the 
national health program has already received, I would like 
to place my emphasis otherwise. At this time, the Inter- 
departmental Committee is more concerned that the national 
health program should receive careful and critical scrutiny 
than that it should be endorsed. I cannot emphasize too often 
that the recommendations were submitted to the National 
Health Conference as a basis for discussion and not as a 
blueprint for adoption. We therefore hope that the recom- 
mendations will continue to be carefully studied by both lay 
and professional groups. 

The national health program contemplates developments 
which would have profound implications for public health 
administration at all levels of Government, national, State 
and local, and for voluntary agencies as well. Safeguards are 
set up, first, in the fact that every element in the recom- 
mended program contemplates gradual rather than sudden 
development, and, second, that every measure closely related 
to existing health activities proposes operations at the State 
and local level and is integrated with existing activity. 

‘The recommendations were visualized in terms of a devel- 
opment which might attain its goal in about 10 years. Even 
such a rate of development might have seemed too rapid a 
few years ago. Many of you will recall the fears first ex- 
pressed when the programs to strengthen public health and 
child and maternal services were being developed in the 
original design of the Social Security Act. However, the 
State and local departments of health and the public health 
professions soon found that the financial aids which became 
available under Titles V and VI of the Social Security Act 
were quickly absorbed into the existing programs, and only 
too soon the funds were found to be inadequate. Their 
inadequacy, | might remind you, was fully foreseen when 
the Social Security Act was being designed. The appro- 
priations requested had been deliberately reduced below those 
which our studies had shown to be necessary, so as to avoid 
a potential shortage of trained personnel. Experience has 
shown, however, that a gradually expanding program devel- 
ops its own stimulus for the training and development of the 
personnel needed. 

I do not wish to minimize the problems involved in the 
development of competent personnel. No doubt this touches 
on one of the most difficult of all problems involved in the 
national health program. I am confident, however, that the 
experience under Titles V and VI justifies our belief that a 
gradually expanding program, such as was recommended by 
the Technical Committee, will stimulate development of 
adequate personnel if Federal grants-in-aid continue to assist 
the training of needed personnel. I would also like to point 
out that personnel can be trained if we have funds and 
facilities, but they can become experienced only by doing 
the jobs for which they were trained. 


Health services are, at many points, interlocked with wel- 
fare services, and, in the nature of the case, this is inevitable. 
Much thought and attention is being given to the question 
where the primary responsibility should be placed for those 
major elements of the recommended program which have 
both health and welfare aspects. Should such administrative 
responsibility reside primarily with the health or with the 
welfare authority? I do not profess to know the answer at 
this time. It has been suggested, however, that in States 
where welfare authorities have had no specific responsibility 
under State law to administer health and medical services 
for persons with whose care they are otherwise charged, the 
primary responsibility should be assumed by the health author- 
ities; in other States, where welfare authorities have broad 


_ responsibilities for health and medical services according to 


State law, but where they have had meager funds or none 
for the discharge of these responsibilities, it is suggested that 
there also the responsibility should reside with the health 
agencies. In still other States, where the welfare authority 
has been actively administering certain health services, it is 
suggested that such arrangement might continue. These are 
matters which obviously must be determined by the States 
rather than by the Federal Government. We have supposed, 
however, that Federal standards would require that in every 
case there should be provisions in the State plans for the 
close and effective coordination of the work of related health 
and welfare agencies. 

In a final sense, questions of finances, personnel and admin- 
istrative responsibilities are secondary. What is the necessary 
scope of public health service in the future? —That—it seems 
to me—is the basic question. The answer to this question 
will determine in large measure the part that you, as public 
health practitioners, will play in the health program of the 
future. 

Public health practice is as old as society. In its modern 
form, however, it is a young branch of public administration. 
The major activities of local, State, and Federal health 
agencies are of surprisingly recent development. Yet the 
development has been so active that when we find that basic 
techniques are not carried out in a community, we surmise 
that adequate funds and trained personnel are lacking. Expe- 
rience shows clearly that the improvement of health services 
in poor localities may generally be effected by provisions of 
adequate funds. You, the professional public health practi- 
tioners, have the knowledge and skills to carry out the tasks 
which we have come to recognize as public health activities. 

While you have been developing preventive techniques, 
the nation has been growing older, more populous, and more 
complex. Health needs have become highly diversified, and 
the diversification has been accompanied by other develop- 
ments of the most profound importance to you. No longer 
is it possible for you to draw a sharp line between prevention 
and treatment. As medical knowledge and skill have in- 
creased, the public has become more cooperative and more 
alert to its health needs. The public nowadays wishes to 
avoid illness and disability that formerly were assumed to 
be the lot of mankind. They have learned through the efforts 
of health agencies and from the press, the radio, and other 
media of communication that a large part of illness which 
they still suffer is avoidable, that medical care in the early 
stages of illness frequently prevents the development of se- 
rious disabilities. The public knows that the professions pos- 
sess the knowledge and skills requisite to make this a much 
more healthful nation than it is at present. With this public 
understanding of the possibilities inherent in health service 
has come a popular demand that there be made available 
to everyone, regardless of economic status, the services and 
facilities which now all too frequently are luxuries beyond 
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the reach of those who have small means. The public is no 
longer satisfied to secure medical care only under the pres- 
sure of actual pain and sickness; rather, it wishes to conserve 
health by avoiding illness, and it wishes to secure health 
wherever possible by the full use of all the services at the 
disposal of the professions. 

It is because of this awakening of the American people to 
the possibilities of positive health activities that 1 foresee the 
broadening of public health services beyond their present 
scope. The American Public Health Association, I am fully 
convinced, is at the beginning of a new era in the field of 
health services and medical care. I think you are going to 
have increased opportunities to develop our communities into 
healthier and happier places in which to live. Indeed, public 
health work in America has been moving in this direction 
for a long time, and it has become evident to many of you— 
as it has to many of us—that you have been but laying the 
foundations for the national health structure that we hope 
is to be built in the years ahead. 

In all of the development which has occurred, it seems to 
me that a fundamental trend stands out plainly and clearly. 
Not long ago—as society measures time—public health prac- 
tice was concerned very largely with the sanitation of the 
environment; then its emphasis shifted to the infectious 
diseases ; and then it shifted again to the problems of personal 
hygiene. In each of these periods, public health practice built 
upon the accomplishments of the prior periods. Through 
each of these periods, emphasis was still primarily upon pre- 
vention. The line which separated prevention from treat- 
ment was once sharp, but latterly it has become dull. All 
recent trends point to the time when this demarcation will 
be possible only with steadily increasing difficulty. Indeed, it 
seems to me that the time has already arrived when public 
health administration must be prepared to discard that old 
separation between prevention and cure. 

It is my impression that for at least a decade the public 
has not understood or appreciated why community respon- 
sibility—as expressed through the work of its health depart- 
ment—ended with prevention in those situations when pre- 
vention fails to be effective. As society faces the existing need 
to deal more adequately with sickness, it turns more and 
more to its public health officers, and it expects them to take 
on larger burdens and increasing responsibilities. Society 
looks to the public health officers for more service and on a 
broader front. Society is compelled to do this because its only 
alternative is to turn to agencies less equipped, professionally 
and technicaily, to deal with health problems. 

I would not give you the impression that I think the official 
health agencies should become charged with obligations to 
provide all the health and medical services which a com- 
munity needs. What I do have in mind has been said so 
effectively by others that, even at the risk of trying your 
patience, I want to read a lengthy quotation which seems 
to me to offer a sound guide for a developing public health 
program. 

“Health officers were once content to deal only with 
the most urgent sanitary needs of the environment and 
with the most pressing problems in the control of com- 
municable diseases. In more recent years, it has come 
to be recognized that the responsibilities of the health 
department embrace other fields. The modern health 
officer has an obligation to educate the public in the ways 
of healthful living, in the prevention of infant and 

maternal deaths from certain causes, in the postpone- 
ment of deaths from some causes not preventable. It 
is now recognized that his responsibilities go even fur- 
ther. Evidence of many sorts has shown that some of 
the greatest opportunities to improve the public health 





involve the early diagnosis of diseases which are at best 
only partially preventable and which in the past have 
not been dealt with on a community basis, and the provi- 
sion in the community of personnel and _ facilities 
whereby early diagnosis can be followed by prompt and 
adequate professional care. The increasing complexity 
of social forces and their effect upon the health of in- 
dividuals focuses attention upon diet and nutrition, 
upon housing, upon opportunities for recreation, and 
upon social and economic factors generally which exert 
profound influences upon health. The modern health 
officer must be concerned not only with community 
health service as formerly envisaged, but also with the 
general health of the individual and with the social and 
economic circumstances of the community in so far as 
they affect the health of the individual. However, in 
focusing attention upon the individual, the health de- 
partment cannot afford to neglect the services to the 
community as a whole. 

“Though the modern health officer has wider op- 
portunities than his predecessor, this does not mean that 
he or the local government must necessarily assume 
responsibility for providing all the services which come 
within the field of health interest. It does mean that he 
has broad responsibility to survey the health conditions 
in his community, to measure its health needs, to ascer- 
tain the extent to which his community is supplied with 
necessary personnel and facilities, and to participate in 
the formation of practical plans—appropriate to the 
community’s needs and means—to assure that adequate 
personnel and institutions are available in the com- 
munity. On this basis, the health officer becomes the 
officer of local government chiefly responsible for plan- 
ning, whether the service is to be administered by the 
health department or by other agencies, public or pri- 
vate, organized or unorganized, collective or individual.” 


Some of you may have recognized this quotation. It comes 
not from some uninformed or ill-advised group. It is not the 
dream of some academician. It is a statement of policy pub- 
lished under the imprint of your own Committee on Admin- 
istrative Practice which for many years has guided your 
Association wisely and skillfully in public health administra- 
tion. These two paragraphs which I have just read are taken 
from the statement of policy which appears in your recently 
issued Appraisal Form for Local Health Work. It seems to 
me that the aims and objectives of the national health: pro- 
gram developed by our Technical Committee on Medical 
Care can be met wisely and effectively within the framework 
of the policy laid down by your standing Committee. 

Public health practice in its modern form is a relatively 
young art. Its vitality is evident, however, not only from its 
accomplishments of the past, but also by the diversity of the 
professions which it has come to embrace. You have won and 
you hold the confidence of the public. The accomplishments 
of the past, to which you can turn with pride, are notable 
and significant, and they are greatly appreciated by society. 
It is not sufficient, however, merely to praise past perform- 
ances or accomplishments. The accomplishments of the past 
in health conservation are secondary to the needs of the 
present and of the future. Government, which is the instru- 
ment of the public will, must go forward, seeking out ways 
for those further advances which can be made by dealing 
with the needs which still prevail. The amount of prevent- 
able sickness and disability, the volume of unattended disease, 
the rate of premature mortality, and the prevalence of in- 
dividual and social burdens created by sickness are a chal- 
lenge which we must meet. 
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Enterprise 





INDIVIDUALISM IS GIVING WAY TO COOPERATION 
By WILFORD L. WHITE, Chief, Marketing Research Division, Bureau of Foreign and Domestic Commerce 


A talk given before the Forty-fourth Annual Convention of The National Wholesale Hardware Association, 
Atlantic City, N. J., October 20, 1938 


repeatedly stated that our economic system has been 

developed to satisfy the needs of the individual or the 
consumer. For decades, businessmen have endeavored, in 
increasing numbers, to anticipate these needs and be prepared 
when the individual consumer appeared in the markets of 
this country to buy merchandise and services with which to 
atisfy his personal needs. 

With this growing appreciation of the importance of the 
consumer to every business enterprise has come the query: 
“Will the consumer of the future ever attempt to be his 
own retailer, wholesaler, or manufacturer?” As we all know, 
the answer is that he has already done this on a small scale. 
The fundamental questions which we are to discuss this 
morning, are: “What is the foundation of the consumer 
cooperative movement, what may be its growth, and what 
can we, as businessmen, do about it? 

The consumer cooperative movement was initiated in this 
country about a century ago. It became a part of the labor 
movement, at one time. The farmers through the Grange 
picked it up for a time. Professional groups fostered it. It 
spread more rapidly in certain states because of favoring 
state laws. The federal government has encouraged it with 
education. 

At no time have the consumer cooperative stores been 
statistically important in the United States. They accounted 
for only 0.11 percent of the stores and 0.24 percent of their 
sales as reported to the Bureau of the Census for 1929. Ac- 
cording to the Bureau of Labor Statistics, there were about 
26,000 cooperative and mutual associations of consumers in 
the United States in 1936 covering such fields of economic 
life as housing, insurance, credit and savings, telephone com- 
munications, and retail distribution, to say nothing of buying 
and selling organizations operated by farmers. 

Because businessmen deal primarily in dollars, gallons, and 
other such units, they gave little attention to consumer co- 
operatives until two or three years ago, when the President 
of the United States appointed a Commission to go to 
Europe to study the subject. For the next 12 or 18 months, 
hardly a trade association held an annual meeting without at 
least one speaker on the subject. During the heat of the dis- 
cussion, this organization passed a resolution (October 22, 
1936) in which appeared the following: 

“RESOLVED, by Members of the National Whole- 
sale Hardware Association in Convention assembled at 
Atlantic City, October 22nd, 1936, that we vigorously 
protest against any Governmental Agency or Bureau, 
whether Federal or: State, promoting such institutions 
(consumer cooperatives) by official sanction, contribu- 
tory financing, or exemption from taxation or laws 
regulating the conduct of business, and be it further 

“RESOLVED, that Members be requested to protest 
to their Senators and Representatives in Congress, enclos- 
ing a copy of this Resolution.” 


| NOR at least a century, writers on economics have 


After the Commission returned to this country, made its 
report, which contained no recommendations for federal ac- 


tion here, businessmen apparently dismissed the subject with 
little further thought. And yet, the consumer movement is 
growing. Few issues of a metropolitan newspaper appear 
without a news item on this subject. Cooperative housing 
is in the news today. Recently, Louis H. Pink, Superin- 
tendent of Insurance for New York State, was quoted as 
saying that the consumer cooperative movement had reached 
its greatest success in the banking and insurance fields. In 
talking some time ago with a successful New York City 
businessman, he explained that he lived in a cooperative 
apartment house where the tenants were developing cooper- 
ative facilities for the handling of milk and expected to add 
other products later. Cooperative filling stations have spread 
rapidly. Retail cooperative units have bought or organized 
an increasing number of wholesale cooperatives, particularly 
in the middle west. The men and women back of this 
movement, gentlemen, include not only those with sub-stand- 
ard incomes and “parlor pinks”, but also substantial mem- 
bers of the business community who have found cooperation 
of economic value in other fields of endeavor. 

Your resolution directed itself primarily toward federal 
aid to cooperatives. Insofar as I can determine the present 
situation, such aid has been more anticipated than realized. 
The Consumers’ Division in the old Resettlement Adminis- 
tration has been abolished. The Tennessee Valley Authority 
directors are no longer directors of the Tennessee Valley 
Associated Cooperatives, a private corporation. 

The Bureau of Laber Statistics continues to collect valu- 
able data on consumer cooperatives. The Bureau of Foreign 
and Domestic Commerce still distributes these and informa- 
tion from other sources to businessmen through its Busi- 
ness Information File Service. The Consumers’ Counsel 
Division of the Department of Agriculture continues its 
educational program, which is centered in the Consumers’ 
Guide, of which over 130,000 copies are distributed semi- 
monthly. The Farm Credit Administration continues to 
foster credit unions and is in a position to advance money 
for capital and inventory loans to farm purchasing cooper- 
atives, very few of which include a retail store. That is the 
extent of federal participation at the present time, insofar 
as I can determine the facts. 

Rather than go into the arguments for and against con- 
sumer cooperatives, I want to present to you some of the 
basic reasons which may lead to the further development of 
consumer cooperatives. I have divided these into two groups, 
positive and negative. 

There are at least 4 positive factors which tend to en- 
courage the growth of consumer cocyeratives. There is 
nothing you and I can do about them because they result 
from forces outside our control. 

First, individualism is giving way to cooperation. The 
basic concept of cooperation is found everywhere in our 
economic and social life. We are gathered together today 
at the invitation of a trade association, owned by and oper- 
ated for wholesale hardware men. Whole industries carry 
on cooperative advertising campaigns. Independent whole- 
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salers organize to buy collectively. Retailers cooperate to buy 
and sell collectively. 

Consumers, like businessmen, are also learning that through 
cooperation, they can secure what they have not been able 
to obtain individually. They have their Taxpayers League, 
Civic Improvement Society, to say nothing about their clubs 
and fraternal orders. Retail stores owned and operated by 
consumers are not contrary to the present trend of social 
habits, although from an economic point of view, they may 
never become important. 

In the second place, the individual, each one of whom is 
a consumer, has more leisure than heretofore. The husband 
of the family has more time to give to studying his expenses 
as against working long hours for whatever income he could 
command. His wife has time to give to a more scientific 
study of purchasing the family needs with her newly-won 
freedom from the former drudgery of the unmechanized 
household. 

Not only is this true, but they have time, with the aid of 
the family automobile, to perform some of the functions 
formerly left to the retailer. Instead of going to the corner 
grocer or neighborhood hardware store, if they do not want 
to order over the telephone, they can go to the distant shop- 
ping center or a larger community miles away and select their 
own purchases, item by item, put the packages in the car 
and return at their own convenience. Greater leisure is a 
positive influence to the continued growth of consumer co- 
operatives since they demand more time of consumers than 
do the orthodox stores. 

Another influence is the willingness of the consumer to 
forego services which he formerly accepted from the retail 
store out of need or force of habit. In increasing numbers, 
the consumer is willing to be his own clerk. He is more 
frequently willing to pay cash. To a lesser extent he may 
be willing to reduce his demands for a wide assortment 
from which to make his selection ; he may be more careful in 
returning merchandise and making use of other so-called 
free services now extended by a highly competitive distrib- 
uting system. To the extent that he is willing to forego these 
services, he will be willing to trade at a store which is set 
up to offer a minimum service, one of the desirable features 
of a retail cooperative outlet. Cooperatives can compete in 
this type of market much better than they can in the type 
out of which we are emerging. 

In the fourth place, I believe that consumers as income 
producers are beginning to take a more realistic attitude 
toward their future earning ability. This has been a great 
country of opportunity, and to every boy has been held out 
the real possibility of becoming a business tycoon. Especially 
during the past 10 years, there has been forced on us the 
realization that most of us will be doing well to earn a 
modest salary the remainder of our working days. In fact, 
that is all that happened to the majority of the boys of gen- 
erations now past. Furthermore, our geographic frontiers 
are gone. The annual increase in our population is flatten- 
ing out with the stated prediction that within the next 40 
years, it may actually decline slightly. Recognizing that the 
volume of business can still be increased by reducing prices 
relative to purchasing power, and by introducing new prod- 
ucts, the fact will still remain that individual consumers will 
look at their earned dollar with greater realism and will 
go to greater lengths to make every penny buy its worth. 
Such an attitude will encourage interest in consumer coop- 
eratives, which are set up to operate with minimum expense. 

Against these positive factors favoring the spread of con- 
sumer cooperatives, I should like to add 4 negative points. 
I classify the first four as positive, because there is nothing 
you and I can do except to balance them against better 


reasons for contrary action. The following negative reasons 
can be overcome, in my opinion, if businessmen are interested 
in doing something about them. 

The first negative reason for the increasing interest in 
consumer cooperatives is the tardiness of many businessmen 
in adopting the consumer’s point of view. As the economist 
says, we have a buyers’ market for the simple reason that we 
can produce more than we can sell. The ultimate consumer 
is confronted with a variety of ways in which he can spend 
his money or a variety of brands from which to select the 
item he has decided to buy. 

Today, the businessman who has the best information 
about consumer wants, desires, preferences, and the like, is 
the one who is making the profitable sales. He is the fellow 
who is selling merchandise which his less successful com- 
petitors do not yet realize is in demand. But too many men 
in business still feel that either the public will make a path 
through the woods in search of the mousetrap or that with 
clever selling methods, advertising, and promotion, he can 
sell anything. The final decision rests with the ultimate 
consumer, 

In the second place, too many businessmen are unwilling 
to take consumers into their confidence and frankly face 
the questions which consumers raise about business methods: 
Why do I have to pay a department store 40 cents out of 
every dollar I spend there? Why should I pay my grocer 
20 per cent for handing me a package of corn flakes? I 
understand that wholesalers are an economic waste. And so 
on indefinitely. 

Why is it that manufacturers and distributors alike give 
so little attention to such questions, which the inquiring 
consumer is asking more and more frequently. The consumer 
is not going to wait indefinitely for a reply. In fact he 
does not have to because already pseudo-consumer organiza- 
tions are giving pseudo-economic answers. If consumer edu- 
cation comes from agencies other than business, businessmen 
have only themselves to blame. 

In the third place, businessmen have been slow in clean- 
ing house. If you have ever gone through spring house- 
cleaning, you know that many forgotten things are re-dis- 
covered, some to be used once again and others to be dis- 
carded. Self-analysis of policies, methods, personnel, and 
management as applied to the present market will reveal 
the strong points of your business, but it will also thrust 
into view the weak ones. You and I know that the distri- 
bution system is not so efficient as it can be, and you prob- 
ably know that there is inefficiency in your own operations. 
A dispassionate review is always helpful. 

Finally, businessmen have been too busy running their 
own houses to give much attention to the industry as a 
whole, business in general and society at large. Today, our 
most important problems are external rather than internal. 
Try as he may, one businessman alone cannot solve them. 
Many businessmen never know that many of these problems 
exist until something happens. Government is getting into 
business. More and more laws are hampering the opera- 
tions of businessmen. One group of business leaders wants 
to sell under price-maintained laws; another does not. Some 
independents want the chains legislated out of existence. 
Unionization of labor changes over night that problem in an 
increasing number of areas. Changes in transportation rates 
increase or decrease trading areas and competition from other 
markets. Other trades begin handling merchandise formerly 
handled exclusively. This confusion encourages those who 
are interested in starting a consumers’ cooperative enterprise. 

There are the conditions out of which consumers’ coopera- 
tives may grow during the next few years. The extent of 
their growth will depend largely upon businessmen such 
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as yourself. What can you do? I| suggest 4 things, every one 
of which has been suggested before. 

First, | would join the business leaders and study consumer 
needs as | never studied them before, fully realizing that as a 
wholesaler, I seldom contact the consumer directly. How 


would | do this? First, through stock control. Second, 
through my salesmen who are constantly contacting retailers 
and while in the retail stores, observing consumers them- 
selves. Finally, if large enough, I would study reports made 
for manufacturers of products | sold and, where possible, 
make some studies of my own. They are not expensive. 

Second, I would develop as an association or as an individ- 
ual operator, a plan of consumer education. I would arrange 
to show groups of local men and women through my ware- 
house and let them see behind the scenes for themselves. I 
would prepare a so-called industrial movie which could be 
shown before groups of club women, at educational meetings, 
and in the class room. To be sure, a warehouse is not so 
exciting as a steel mill or an automobile factory, but it can 
be made interesting. I would prepare some educational leaf- 
lets and distribute them to the ultimate consumer through my 
retail customers. I would jointly and openly advertise the 
functions which I perform and what I get paid for so doing 
—after I carried out the following point three. Among those 
who will probably be educated will be my customers and 
my own employees. Probably I will have greater respect 
for my business myself. 

Third, I would conduct a self-analysis. In fact, it could be 
done with good effect once a year. I would break this job 
down into three parts. 

First, and most profitable the first time, would be a study 
of customer accounts covering the past 6 or 12 months and 
based upon my own records, usually sales slips or original 
order forms. Such a study would show the number of cus- 
tomers broken down by location, trade, size, credit rating, 
size of order, sales for period covered. It could show the 
relative value of each territory and the profitableness of the 
sales of each salesman in terms of the profitableness of the 
customers served 

Second, a similar study could be made on purchases, study- 
ing the records of purchases from each supplier over some 
given period of time. This study would be made in connec- 
tion with inventory records. 

A third plan would involve product analysis, or a study of 
gross margin, expenses, and net profits when broken down by 
departments, and for the fast sellers, individual products. It 
would not be necessary to study each product each year, but 
when carried out sincerely, such studies would reveal much 
about the characteristics of the merchandise I buy and sell. 

As a matter of fact, the Bureau of Foreign and Domestic 
Commerce, anticipating analytical work in this field, has 
prepared some aids for my benefits. There is the Consumer 
Market Data Handbook, the 1938 edition of which will be 
out early next spring. In it are 82 marketing facts broken 
down by state, county, and for every city of 2,500 population 
or more. There is the Wholesale Grocery Atlas—and a similar 
one can be prepared for the hardware trade if you want it— 
which establishes logical territories for 184 wholesale grocery 
markets. The manuscript is just about completed on a manual 
for wholesalers, showing us how to conduct our own distri- 
bution cost studies without outside technical aid. If I were 
about to make a self-analysis of my business, I would write 
the Marketing Research Division of the Bureau of Foreign 
and Domestic Commerce or see whether one of their 33 
district offices was in my city. In either case, I would receive 
prompt and specific aid. 

Finally, I would give some time each week and more time 
each month to a review of general business conditions in the 





United States and in my territory. 1 would study conditions: 
not only in mine and related trades but throughout the busi- 
ness world. Today, industry and trade are so interlocked 
that trouble at one end may sweep entirely through before 
dying out. If my guess is correct, you are generally familiar 
with the services which are available. The problem is to 
find time to read and interpret them in the light of your own 
needs. Here again, this association can be of direct benefit 
to you in digesting such information for each of you. Pos- 
sibly it already does so. 

In this connection, I should like to call your attention to our 
Current Statistical Service to which many of you are now 
contributing certain figures on monthly dollar sales, accounts 
receivable, collections and monthly inventories. Our last 
report on Hardware and Allied Trades contained this in- 
formation from 485 wholesale hardware operators, broken 
down as follows: General hardware, 190; heavy hardware, 
26; industrial supplies, 147; plumbing, heating, and tinning 
supplies, 122. Our sample has been built up with the aid 
of your association. (I should like to take this opportunity 
to thank you collectively and individually for the splendid 
cooperation of the industry since our sample of the hardware 
trade is outstanding.) In addition, this monthly release 
shows figures for hardware manufacturers and independent 
retail dealers. 

The last report shows, for example, that August 1938 sales 
of hardware wholesalers were 17 percent below those of 
August 1937, but up 13 percent above July 1938. Notice the 
difference, however, for the 4 sub-groups. General hardware, 
down only 15 percent under a year ago; heavy hardware 
down 15 percent; plumbing, heating, and tinning supplies, 
down 17 percent; and industrial supplies down 26 percent 
under a year ago. Sales were down less in the South Atlantic 
region than elsewhere throughout the United States. 

As of September 1, the inventory position of distributors 
of general hardware and plumbing supplies was much better 
although not improved to such an extent that these firms 
will immediately enter the market to make large purchases. 
While their inventories are being cleared steadily and for 
the past several months have been below the corresponding 
levels of 1937, sales have not improved in the same propor- 
tion. However, the relationship between the two is im- 
proving, and a slight sales pick-up would brighten the picture 
considerably. Sales of industrial houses were off 26 percent 
but their inventories were down only 10 percent. For heavy 
hardware houses, however, sales were off 15 percent while 
dollar inventories were off only 1 percent. 

This same monthly report also shows that while whole- 
sale sales generally declined 17 percent, those of almost 1,700 
independent retail hardware stores were off only 10 percent. 
(If you are not receiving this release and desire it, please 
let me have your business card or drop me a line at Washing- 
ton, and I will see that you are placed on the mailing list.) 

I have tried to give you a fresh view of consumer co- 
operation with special reference to cooperative retail stores. 
They are steadily increasing in this country, both in num- 
bers and influence, although as yet they are statistically unim- 
portant. In my opinion, the federal government is not doing 
as much to encourage them as is business itself. Cooperators 
are not commonly found in the hardware trade as you know. 
Whether they develop there as time goes on depends to some 
degree upon your attitude toward the four negative stimuli 
which I have presented to you this morning. If my remarks 
suggest action, please remember that the Department of 
Commerce and the Bureau of Foreign and Domestic Com- 
merce stand ready to help you by supplying current and 
accurate information in order that you can intelligently guide 
your own business as an independent businessman. 
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fundamental and more far-reaching importance than 

what all of us are to do about radio, probably I should 
not be talking to you tonight. If there had not been troubles 
in radio, and in the Federal Communications Commission, 
too—if there had not been a reorganization,—a “purge,” as 
some called it—Il should not be taking up this time which the 
broadcasters have been good enough to place at my disposal. 

But radio is tremendously important, and the troubles and 
the reorganization have occurred. Tonight I want to tell 
some thing about how they occurred, and why. I hope to 
make clear what they mean to radio, and what they mean to 
you as a citizen. These things affect the radio of today. 
They play their part in shaping the radio of tomorrow. 

For most of us, radio has become a vital part of our daily 
lives. It grows more important every day. Yet a host of 
questions surround it about which few persons altogether 
agree. There is not even unanimity about the value of radio, 
as we have it today. There are millions who love it, for its 
entertainment value and its accomplishments which so short 
a time ago we would have called miraculous. They smile 
indulgently upon its imperfections. Many others decry it, 
complain loudly and bitterly that it is to often trivial and 
ineffective, or that it is being abused or misused. But no 
intelligent person can be indifferent to it, because it affects 
so intimately our own lives and those of our children and 
promises to affect them yet more profoundly in the cominy 
years. In a remarkably short time radio has taken first rank 
aS a means of mass communication. 

In taking that rank, in reaching deeper and deeper into our 
daily lives, radio has raised up many new problems for all of 
us. Some of them are inherent in the nature of the industry. 
There is radio’s all but miraculous quality; its private and 
fairly widely distributed ownership—how widely we will 
know better a little later. There is its use of frequencies, or 
radio waves, that are part of the public domain, with only 
a limited public control over the use which is made of that 
public domain. And especially there is that quality of public 
trusteeship that surrounds the use of radio and is heightened 
by the very sketchiness of the public control. The problems 
of radio are for all of us to solve—especially the Congress 
of the United States, the Federal Communications Com- 
mission, the broadcasters, and the nation’s millions of radio 
listeners. 

Just what part each of these agencies or groups shall play 
in solving these problems, in making radio a more useful 
servant, reporter and educator for all of us, is not yet clear. 
But it is clear that the problems must be solved, and that 
some measure of leadership in solving them must be exercised 
by the Federal Communications Commission with its limited 
powers of regulation through the licensing of broadcasting 
stations. 

Thirteen months ago President Roosevelt presented me 
with the opportunity—and the challenge—to help to guide 
the development and the use of radio, as Chairman of this 
Commission. The assignment was broader than that, for 
the Commission must deal also with problems of the telephone 
and the telegraph. But the task of which I will speak 
tonight is that of charting a course of constructive regula- 
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tion and the formulation of policies for the guidance of the 
broadcasting industry. 

I am still working, with my associate Commissioners, on 
that task. I am going to stay with it until it is done, to the 
satisfaction of the President, and I hope of the Congress 
and of others who are most concerned. It is, of course, true 
that after the job is done, and the President is ready to 
entrust it to other hands, I hope to return to the Federal 
Power Commission from which I came. That, however, will 
come after but not before my important assignment here is 
finished. And before I leave I hope and firmly believe that 
my associates and I will have gone a long way towards solv- 
ing the immediate problems that confront us. In this we will 
be aided by the reorganization and the reforms within the 
Federal Communications Commission that we have now 
about finished putting into effect. 

Now, first, what was wrong, and why was there any need 
for reorganization or reform? I was told at the outset that 
many things were wrong. There was a scramble for licenses 
and renewals of licenses. Many of the applications were con- 
tested, sometimes bitterly, as they are still and perhaps always 
will be. To deal with this difficult situation, the Commission 
had a staff which was not coordinated. Responsibility was 
divided and not centered squarely upon the whole Commis- 
sion, as I felt, and the Commission concluded, good admin- 
istrative practice required. The work on cases was far be- 
hind and there was an accumulation of undecided license 
applications. During the year we have decided over 400 of 
such cases. 

The arrangement for the conduct of hearings on license 
applications was such as to keep the hearings remote from the 
commissioners upon whom responsibility for final decisions 
rested. An applicant for a license, or his attorney, would 
usually know in advance what member of the staff would 
hear the application. He was in a position to approach this 
staff member—an examiner—or have others approach him, 
and attempt to bring influence to bear. He might learn in 
advance what the recommended decision was, or was likely to 
be, before the commissioners ever saw any papers in the case 
or gave any consideration to its merits. 

Some members of Congress interview privately members 
of the Commission or staff members, submitting information 
or recommendations without putting any supporting evidence 
into the records. 

When cases at last came before the Commission the Com- 
missioners were not always certain whether the Commission 
had all the pertinent information. And it was not certain 
whether the proper relative weight had been given to such 
information as was presented. I do not know of any attempt 
deliberately to mislead the Commission. But I do know that 
many of the cases which came up were not in a form satis- 
factory to a conscientious commissioner eager to deal out 
equal justice and guard the public interest. 

There were many rumors afloat that Commission action 
was being influenced through persuasive approaches to some 
members of the staff. 

To correct such bad conditions as were known to exist, 
and to prevent the possibility of those that were rumored or 
suspected, a number of steps were taken. As Chairman of 
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the Commission, I proposed reforms. Always most of the 
Commissioners, and at a few times all of them, cooperated 
with me. Always the changes were ordered, of course, by 
vote of the Commission. 

There has been no undue haste and 1 am confident no 
ill-advised action. My task, as | have indicated, was partic- 
ularly to help chart a course of constructive regulation and 
the formulation of policies. 

In charting the course, and especially in reorganizing the 
Commission staff where it needed reorganizing, we have not 
been precipitate. I knew very little about radio when I came. 
Who does? I took time to inform myself fully about each 
phase of the subject. As many of you know, radio means not 
merely the broadcasts you hear every day, but communica- 
tion between ships at sea, and between ships and the land. 
Then there are the networks of police communication, the 
more than 40,000 amateur “hams,” the direction beams, and 
weather reports for aviation, and the experimental television 
and facsimile transmission. In addition to radio, the complex 
regulatory problems of the telephone and telegraph fields 
have been delegated to the Commission. I had to look 
into them too. 

1 was sure it would be a mistake to wade right in and 
institute sweeping changes without knowing precisely what 
was wrong, what delicate mechanisms I might kick over, 
and how the changes would effect the public service. 

First, it was necessary to speed up the consideration of and 
the decisions upon hundreds of pending cases. That was 
done. This important phase of the Commission’s work was 
made current, or practically so, to the decided advantage of 
radio broadcasters and radio listeners. 

The Telephone, Telegraph and Broadcast Divisions which 
served no useful purpose and in fact interfered with and 
slowed down the work of the Commission, were abolished. 
This ended divided responsibilities among Commissioners 
and gave to each Commissioner the right and duty to partic- 
ipate in the whole work of the Commission. The heads of 
these Divisions were dismissed and the work was merged into 
a single organic whole. An order was issued requiring that 
any representation made by anybody in any case, whether 
by a Congressman, an attorney or a lobbyist, be made a part 
of the record in that case. We sought to bring everything 
out in the open and have nothing hidden. I do not think we 
succeeded one hundred percent, but I am satisfied that we 
improved conditions a great deal. 

After further close study of the problems by myself and 
by my fellow-Commissioners, I was prepared to initiate, and 
they to join me in, a few other important changes. It was 
intended to make these changes about July 1. Unfortunately, 
1 became ill and lost nearly three months’ time. It was not 
until my return to duty within the last few weeks that I 
was able to initiate measures to complete, or largely complete, 
the reorganization of the Commission’s administrative set-up. 
But that is done now, in the main anyway. And now the 
Communications Commission is going to town. 

The most important of the changes made three days ago 
was the abolishment of the Examining Division. Formerly 
the great majority of cases were decided by the Commission 
upon consideration of recommendations made by the exam- 
iners. Under the new practice each hearing will be conducted 
by the Commission, by a Commissioner or by a board com- 
posed of one or more suitably qualified employees. The Com- 
mission, instead of the person who presided at the hearing, 
will file a proposed report of findings of fact and conclusions 
of law in each case, which report shall be public. Opportunity 
will be afforded for the filling of exceptions and oral argu- 
ment, before the Commission issues its final report or order. 

I am convinced that it is not desirable to have a definite, 





separate group of employees known as examiners to hear the 
evidence and report thereon with recommendations as to the 
granting or denial of applications for licenses. —The majority 
of the Commission feels that it is much better to refer each 
application to Commissioners, or other suitably qualified 
persons. 

Under our new plan, no will know in advance who is to 
conduct the hearing or a particular license application. Even 
more important, the record of evidence will be transferred 
to the Commission. The Commission itself, instead of a staft 
member, will study the evidence before any report is made, 
and of course will make the final decision. We regard this 
as a long step towards the assurance of fair and just decisions 
upon all applications. It provides the “fair play” which the 
Supreme Court requires by its decisions in the Morgan and 
other cases—the fair play which every man wants. 

This reform and all the others have two broad purposes. 
They are, first, greater efficiency, and second, the utmost 
protection attainable against possible improper influence by 
thase having business with the Commission. 

In effecting these changes, as often happens, some men 
lost their jobs. That’s where the so-called “purge” comes in. 

Now let’s see about this “purge.” In all the reorganization 
of the administrative set-up that has taken place in the last 
thirteen months, the men who have lost their jobs number 
exactly seven. Right here, if you believe the misleading and 
downright inaccurate accounts that a few of the newspapers 
—not many—have published, you may expect to find the 
mangled corpse of the merit system. Well, try to find it. 
Of the total of seven men, four held jobs—positions really— 
that were wholly exempt from Civil Service. One of these 
positions was that of General Councel—the other three were 
$7,500 positions which were purely political appointments, 
“soft snaps”. The three men were gentlemen of unimpeach- 
able characters but as heads of Divisions they had little to do. 

Abolishing these three jobs certainly was no ravishment 
of Civil Service. It simply slammed shut three doors through 
which men could get into the Communications Commission, 
on staff positions without Civil Service qualifications. 

The remaining three men did hold Civil Service positions 
but the Departments in which they worked were abolished 
by the reorganization plan and they did not fit in elsewhere. 
These few simple facts are enough to demonstrate that the 
purge was in no sense directed against Civil Service or the 
merit system. 

It is always painful to separate a man from his job, even 
if the job is not very useful and it is plainly in the public 
interest to abolish it. I tried to help all of those who were 
dropped who asked for help and some who did not ask. But 
to represent the separations as a war upon the Civil Service 
is just a smoke-screen. 

It has been intimated, too, that politics played some part 
in this reorganization. It played no part whatever. Of all 
the seven people who have been dropped, Civil Service and 
non-Civil Service, six are Democrats. The other is a Repub- 
lican, or used to be. 

Just to nail another false report, the Republican employee 
whose post was abolished was quoted in some newspapers as 
telling how I tried, as 1 did, to help him get another position 
paying about $5,000. He was reported as saying: (I quote) 

“When I demurred Mr. McNinch told me he thought 
that a $5,000 job was good enough for any Republican. So 
you can see how the whole thing operates” (End of quote) 

That account is wholly untrue. I never made such a state- 
ment. What I told him when he refused the $5,000 job 
was that thousands of men with families were living on 
smaller salaries than that. 
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There yet remains the task of reassigning some members 
of the staff to other positions where they may render better 
service and dismiss any who are definitely inefficient. No 
man has a right to hold a job and draw his salary from the 
public Treasury unless he has the ability, equipment and 
industry to earn his salary. Public office, whether great or 
small, is a public trust and those who have administrative 
responsibility owe it to the public to see that the public gets 
a dollar’s service for the dollar paid. 

So much for reorganization. Now a word about the occa- 
sional charge that politics affect radio stations and programs; 
the silly stories about supposed Administration interference. 

I have read stories to the effect that the present Administra- 
tion sought to and even did influence the Communications 
Commission in the administration of its regulatory duties 
for partisan, political purposes. I want to nail that canard 
squarely on the head. { have been Chairman of the Com- 
mission for thirteen months, and during the nation-wide 
campaign leading up to the elections last Tuesday. And I 
say to you categorically, without qualification or reservation, 
that not a single suggestion of political favoritism has come 
to me from anyone in the White House or the Administration 
nor from any political organization. 

Furthermore, neither the President nor any member of 
his family nor any of the secretaries to the President nor 
anyone who even pretended to speak for the President or 
the White House has ever made the slightest suggestion to 
me about granting any license or denying any license. Any 
assertion to the contrary is a bald misrepresentation. All 
that has come to this office from the White House is nu- 
merous letters of inquiry, of complaint, of suggestion or 
appeal. In every single instance these have been referred 
without comment or suggestion, just as thousands of similar 
letters are referred in the White House routine to the De- 
partment of State, the War Department, the Power Commis- 
sion, or the Bureau of Entomology. 

But, while the President has never discussed with me the 
matters referred to, he has discussed with me ways and means 
and possible policies to make radio thoroughly democratic 
and to guard against its becoming an instrument of injustice 
or unfairness to any and all political parties, to any racial, 
social, economic, labor, producing or business group, to any 
minority or any class. He has spoken to me of determination 
to preserve the right of free speech, of a free press and liberty 
of thought. The President’s wish is that radio shall continue 
to make increasing contributions of entertainment and instruc- 
tion toward a better way of life for all, even the most illit- 
erate and humble. I need hardly add that I share fully all 
these aims. 

The President’s interest in the broader aspects of radio’s 
present and future, as distinguished from its license or quasi- 
judicial aspects, is rooted in his responsibilities as well as in 
his interest in free Government. It is he who has the primary 
responsibility for appointing the members of the Communica- 
tions Commission and designating their Chairman as well. 
He may replace the Chairman at any time, designating a 
new one. 

Now, what about Federal censorship? Is the Govern- 
ment going to blue-pencil the dance programs, and the crop 
reports and the bed-time stories? I wish to make my own 
position very clear on that; and I don’t know of anyone who 
takes the contrary position. Here is my own. 

The Communications Act imposes squarely upon each 
broadcasting station the responsibility for censoring its pro- 
gram material. Each station must also determine who and 
what shall and what shall not go on the air. The law pro- 
vides for regulation by the Communications Commission 
only through the periodic granting, or renewal, or denial, of 


licenses to broadcast. The control of programs by the broad- 
caster is a field of public service which requires the exercise 
of an informed and mature judgment. It requires a high 
degree of discrimination to the end that the listening public 
may reap the benefits, but without hurt or offense, from the 
magic of radio. This is as it should be. Obviously the power 
of censorship and selection must be lodged somewhere and the 
broadcaster is the one to exercise this power and answer to 
the public for the manner in which he exercises it. 

Censorship by the Communications Commission or by any 
other Governmental body is, in my opinion, impracticable 
and definitely objectionable. It runs directly counter to the 
genius of our democracy. 

As far as I know, no one has advocated Government cen- 
sorship. But if, perchance, any such measure should be 
brought before the Congress for consideration, conviction 
would impel me to do battle against it. Out of any such 
Pandora’s box would spring to plague us innumerable and 
unimaginable evils. 

So, let us lay the ghost of censorship by the Government 
which some summon to frighten us against our insistence 
upon the broadcaster censoring themselves. They must cen- 
sor themselves, even if now and then it costs them money. 
Broadcasters hold valuable Government licenses for the use 
of frequencies which belong to the whole people. These 
frequencies should be used primarily for the service of the 
people. The license privilege carries with it the high duty 
to keep constantly in mind the public weal. 

Many of them are scanning their programs critically and try- 
ing to better them. For example, I understand that the three 
national networks, NBC, CBS and Mutual, over whose 
joint facilities I am reaching you tonight, are studying chil- 
dren’s programs and bedtime stories to preserve or even build 
up their entertainment value and at the same time improve 
their quality. If this effort succeeds, as I believe it will, the 
regional networks and the local stations are likely to follow 
their examples. 

Such improvement is self-regulation of the sort that is 
appropriate and healthful. There is another good example 
of it in the practices respecting the mingling of news matter 
with dramatics and with advertising. 

A few days ago I held an informal conference with the 
heads of the three broadcasting chains about the use of such 
arresting terms as “Flash!” and “bulletin” in news broad- 
casts; dramatic programs and radio advertising. I have felt, 
and so have a good many others, that such terms are some- 
times used indiscriminately, in a way to confuse or mislead 
the public. When there is big news breaking, and the radio 
gets it, most people welcome a “Flash!” 

The network heads assured me that the word “flash’’ is 
now rarely used by any network, whatever individual stations 
may do. 

And they all took the position that “flash” should be used 
only for items of unusual importance or interest. 

They agreed that the words “flash” and “bulletin” should 
be used with great discretion in the dramatization of fictional 
events, so that they may never cause general alarm. 

Larger questions loom up ahead in radio, however. It is 
being perfected further. Its range is increasing. So is its 
usefulness. And so, too, is its influence upon public opinion. 
Who controls it? Is there any single control, either legal or 
practical? We are going to find out. 

When I came to the Commission I heard reiterated charges 
that monopoly in the worst sense existed in the broadcast 
industry. Whether these charges were true or false, I had 
no way of knowing. I believe that it is of vital public con- 
cern to establish the truth about this matter. 

I propose a thorough Commission investigation into these 
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charges of monopoly, and related subjects, and into chain 
and network broadcasting which this Commission has author- 
ity from the Congress to regulate. All but one of my col- 
leagues voted in favor of my proposal. 

On Monday we start hearings in connection with this 
investigation. As I have said, its scope is extremely broad. 
We are going to investigate not only chain broadcasting and 
the allegations of monopoly in the broadcast industry, but 
also the nature, extent and effect of concentration of control 
of broadcast stations by the same or afhliated interests in the 
United States. We are going to go to the bottom of the 
situation resulting from operation of stations by persons other 
than those authorized to operate them. That means cases 
where control has been transferred by leases, management 
controls and other devices. “The Commission is also, for the 
first time, going to make a thorough study of transcription 
services, which as you know, are becoming an increasingly 
important factor in radio broadcasting. The quality of the 





recordings especially transcribed for broadcasting has steadily 
improved and the field for the use of this type of program 
is steadily widened. The public should know, and we intend 
to find out, all of the facts about this comparatively new, 
but extremely important development in the industry. 

When this investigation is completed, the Commission will 
know and the public will know the essential facts about chain 
and network broadcasting, and about monopoly. Upon those 
facts the Commission will base any necessary regulations and 
rules—and if they should be needed—recommendations to 
the Congress for legislation dealing with the problems. 

This impending investigation, possible new regulations, 
possible new legislation by Congress, our stzengthened Fed- 
eral regulation without censorship, and a greater or lesser 
degree of self-regulation by the industry, are bound to affect 
radio in important ways. They are among the strongest 
forces and potential forces which will shape the radio of 
tomorrow. 
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the ordinary kind. It is essentially a public service, 

with a capital investment of more than 3 billion 
dollars in the United States and current operating expenses 
of $750,000,000. The hospital industry includes 6,000 insti- 
tutions with approximately 1,100,000 beds. During the year 
1937, more than 9,000,000 patients were admitted for care 
to these hospitals who receive a total of 350,000,000 patient 
days of service. Hospitalization is not conducted for the 
benefit of the investors who have supplied the plant and 
equipment or for the administrators who control the activi- 
ties of the 700,000 permanent employees of the various insti- 
tutions. 

The hospital is at once a hotel, a home, an educational 
institution, and a place of business. It provides medical care, 
nursing, and board and room service to customers who are 
sick in body and mind, and each of whom faces an emotional 
crisis, the possibility of death, and the probability of a large 
economic expenditure which must be met by him or someone 
else. 

Hospitals have never been regarded in America or any- 
where in the world as a private industry. Humanity has al- 
ways dictated that the care of the sick, particularly the insti- 
tutional care, should be provided without regard to the 
individu.l’s ability to pay at the time of sickness or immedi- 
atelv thereafter. 

Hospital care costs money, and hospital bills are particularly 
hard to pay because they are compulsory in nature, unpre- 
dictable as to time and amount, and are attended both by 
absence from gainful employment and other expenditures 
for personal services previous to and following hospitaliza- 
tion, 

Throughout the United States as a whole, and for all 
types of hospitals considered as one group, patients’ fees 
provide about 45 per cent of the total cost of expenses; 
endowment income 3 per cent, government taxation 47 per 
cent, community chests 2 per cent, endowment income 2 
per cent, and miscellaneous income the remainder. 


OSPITALIZATION is big business, but not of 


The responsibility of the government for the care of the 
ill has been squarely assumed for patients requiring long 
term or custodial service. More than 95 per cent of the care 
of nervous and mental cases and 75 per cent of the tubercu- 
losis service is provided through taxation and in governmental 
hospitals. Conversely, most of the care of the acutely ill 
has been administered through the non-profit institutions, 
although even in this field approximately 30 per cent of the 
money is spent in federal, state and local government insti- 
tutions. 

Practically all of the capital invested in American hospitals 
has been provided by the general public through voluntary 
contributions or through taxation. Privately owned hospitals 
represent less than 5 per cent of the bed capacity and the 
invested capital. The remainder is about evenly divided be- 
tween money furnished through national, state and local gov- 
ernments, on the one hand, and by voluntary contributors to 
the erection of non-profit institutions controlled by churches, 
fraternal orders or special non-profit associations, on the other. 

Most of the patients cared for in the hospitals of America 
are admitted to hospitals operated by private non-profit cor- 
porations. Of the total 6,000 hospitals, approximately 2,700 
are administered by churches, fraternal orders and special 
non-profit associations. These institutions provide only one- 
fourth of the total bed capacity in the country, but they 
account for more than 62 per cent of the total admissions. 
Approximately 5,600,000 persons are admitted to the volun- 
tary hospitals of the United States annually. 

The typical non-profit association hospital contains about 
100 beds, although they range from small non-sectarian insti- 
tutions to several thousand bed institutions operated by uni- 
versities. There are approximately 1,000 church institutions, 
1,500 non-sectarian hospitals, and 60 conducted by fraternal 
orders. The church institutions are controlled by Catholic, 
Protestant and Jewish groups. The non-sectarian associa- 
tions are usually formed specially for establishing a hospital. 

The non-profit institutions require more than $320,000,- 
000 of income to render services to the patients who receive 
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care within their walls. Contrary to popular opinion, most 
of the money of these institutions is provided by the patients 
themselves. Taking the contrary as a whole, 71% of the in- 
come of non-profit association hospitals comes from patients, 
6.3% from endowment, 10.2% from local state and federal 
governments, 4% from community chests, 4% from individ- 
ual contributions, and 4.7% from miscellaneous sources. 

These figures indicate that nearly 30% of the total income 
(exclusive of new construction) must be derived from sources 
other than sick persons or their immediate families. This 
means that at least three persons out of 10 receive free care 
in the voluntary hospitals of America, the proportions being 
no doubt somewhat higher when it is remembered that most 
of the free service is rendered in the wards or the minimum 
class of room accommodations which represent lower costs 
of operation. 

The hospitals of America are not well endowed. The 
total income from endowment funds represents less than 3% 
of the total cost of hospitalization in the country annually and 
if divided equally among all the institutions would not pro- 
vide more than 6¢ per patient day toward the cost of hospital 
service. 

Even among the non-profit corporations in which most of 
the endowment is concentrated, income from endowment 
funds represents only 6.3% of the total cost of the services 
rendered to patients. 

Most of the endowment income is concentrated in the 
large cities of the Atlantic Seaboard, 75% of all endowment 
capital and endowment income is located within 250 miles of 
New York City. 

The contributions to hospitals from community chests and 
direct payments from philanthropically minded individuals 
represent not more than 4% of the total contributions. Most of 
these contributions are made, however, to voluntary hospitals, 
and community chests provide approximately $12,000,000 or 
4% of the operating cost of voluntary hospitals. An additional 
4% is obtained from voluntary contributions. As in the case 
of the endowment income, the majority of the voluntary 
contributions to community chests or individuals, is concen- 
trated in the eastern cities. In the central states, endowment 
income is less than 3% of the income and voluntary contri- 
butions is a similar amount. It is still less on the Pacific 
coast—endowment runs less than 1% with voluntary contri- 
butions somewhat higher in proportion to the total cost of 
hospital care. 

The voluntary hospitals of America stand midway between 
the government institutions intended for the indigent and 
unemployed, on the one hand, and the privately owned cor- 
porations for the well-to-do on the other. They serve the 
entire community, the rich, the poor, and the average man 
who comprises most of the population. 

The non-profit hospitals are both an instrument and a sym- 
bol. They are the means by which the charitable and gen- 
erous impulses of mankind are extended to the sick and in- 
jured of the community. They are the symbol of democratic 
ideals, through which voluntary leadership is given to a 
humanitarian program of hospitalization and medical care. 

The voluntary hospitals, through their administrators and 
trustees have helped people to help themselves. This has been 
accomplished through the establishment of non-profit hospital 
care insurance plans by which groups of employed people 
make small and regular payments into a common fund, which 
is used when necessary to pay hospital bills for contributors 
in need of hospitalization. These plans have developed with- 
out government assistance, and without philanthropy, except 
for purposes of initial working capital. As a result, many 
regularly employed persons, who previously would have been 
unable to pay a large unpredictable hospital bill, are now 





placing hospital care in the family budget along with other 
necessities. 

But no one can budget an income which he does not have. 
Hospital care insurance plans are intended primarily for em- 
ployed persons and their families. Public support is neces- 
sary for the services to the unemployed, the indigent, and 
those who have exhausted reasonable means of providing 
hospitalization from their own resources. 

A hospital cannot give or donate its services, except as 
the agent of the community from which it derives financial 
support. Hospital care costs money, and the costs must be 
met by someone. A contributor does not give money to a 
hospital. He gives it to another citizen who receives the 
benefit as hospital care, a tangible service which will restore 
his health and may save his life. 

Hospitals have developed from the same roots as churches 
and schools. They are the institutional fulfillment of a pri- 
mary need of man in his triple manifestation of spirit, mind, 
and body. Moreover it is understandable that churches and 
religious groups should have exerted such active leadership 
in the establishment and support of hospitals. For spiritual 
and hygienic leadership are closely related. 

Hospitals are educational centers, not only for students 
of medicine and nursing, but also for the medical profession 
who perform and direct its professional services. A hospital 
without a medical staff is like a school without a faculty. 
The medical staff improve through their contacts at the hospi- 
tal, just as a university faculty increase their scholarship and 
their value to the student body through study, research, and 
the interchange of experience. The hospital is also the logical 
center for education of the general public who support and 
receive its services. For here are concentrated a well trained 
staff of professional personnel, qualified to instruct the pres- 
ent, former and future patients in hygienic measures which 
may prevent disease. 

The responsibility to the general public is discharged by 
maintaining a well-equipped building for the diagnosis and 
treatment of disease. Hospital facilities are beyond the 
ability of any one person to provide for his own exclusive use, 
and must be regarded as available for the emergency use of 





A TEACHER’S HARDEST TASK 


Overcoming the Reluctance 
of Some Students to Study 


Teachers of English will be interested in the follow- 
ing communication from Lionel Crocker, Teacher 
of English in Denison University, Granville, Ohio. 


“You should make VITAL SPEECHES better 
known. You have something to sell which is sold 
in no other way. Teachers of English, oral and 
written, once they have used VITAL SPEECHES 
find it difficult to get along without it. 
Scarcely a day goes by but what I find a pat illus- 
tration of some principle of composition. Up until 
your publication we had to use out-of-date material. 
The motivation which comes from recent and timely 
speeches is most welcome to the teacher who needs 
every bit of push he can muster to overcome the 
reluctance of some students to study.” 
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the entire public regardless of the individual’s ability to pay 
for the services he requires. Differences in ability to pay must 
be compensated for by voluntary contributions from well per- 
sons or well-to-do patients with sufficient funds for the 
purpose. 

Even if every employed person paid his own hospital bill 
for acute illness, directly or through insurance, there would 
still be a need for public contributions to the hospitals of 
America. In the first place the unemployed, the aged, the 
crippled, would have to be supported from philanthropy or 
taxation; in the second place, the educational program of 
physicians and nurses would require continuous support. 

There is a practical advantage to utilizing to the utmost 
voluntary contributions and payments for hospital care, before 
resorting to the use of compulsory governmental taxation for 
this purpose. The advantage lies in the feeling of personal 
responsibility on the part of the individual patient or con- 
tributor. For a person tends to appreciate and cooperate in 
a venture where he feels himself a part. The patient or 
contributor who has voluntarily participated in the support 
of a hospital or hospital service tends to give both coopera- 
tion and constructive criticism to its work. 


The people own the hospitals, the people use the hospitals, 
and the people must support the hospitals. The administra- 
tors and trustees of hospitals, in turn, have an obligation to 
the professional personnel who direct hospital activities and 
the general public who finance them. The responsibility to 
the medical profession is discharged by providing a workshop 
for the diagnosis and treatment of disease, where the doctor 
may serve not only private patients, but also those unable to 
pay a physician. But the hospital does not merely provide 
facilities for the doctor’s care of bed-patients. Hospitals 
provide facilities for the treatment both of bed-patients and 
ambulatory cases, with a resulting economy for both patient 
and doctor, particularly when several diagnostic procedures 
or consultations are required. 

More recently the private physician has used the diagnostic 
equipment and apparatus of his local hospital for the services 
to his private ambulatory patients. In this way he has 
avoided the necessity of maintaining certain expensive equip- 
ment in his own office, with a resulting economy of time 
and money for himself and his private patients. The hospital 
is becoming rapidly a diagnostic and medical service center 
for the entire medical profession. 
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THE DEGRADATION OF THE FRANCHISE 
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the designs and devices for persuading men with 

the spoken word which have been practiced for 
forty centuries, are more widely employed today than ever 
before in human history. Under skillful operation the human 
voice alone can hypnotize or arouse; vast crowds are often 
swayed by little more than the rhythm, tone, and color of 
speech. We listen to orations which are utterly lacking in 
meaning ; random ideas and phrases frequently unrelated and 
often presented in unfinished sentences. The desired effect 
can be created by gesture, intonation, and dramatic sin- 
cerity. But the most powerful appeal ever made to man, 
is the promise of The Abundant Life. 

By whatever basis human desires are classified, the promise 
of an abundant life covers virtually all. To the spiritual it 
suggests escape from futility ; to the sensuous it calls up visions 
of luxury; to the defeated it is a dream of success. To the idle 
it pledges ease; to the weary, rest; to the frightened it means 
safety; to the anxious, security; and to the improvident it 
conjures inexhaustible sources. Persuade a man that you 
can give him the thing he most desires and you will be 
his hero; offer him justification for his failures and he will 
be your disciple; assure him a boundless supply of “loaves 
and fishes” and he will seek to make you king. 

But the unfortunate are not the only ones who are lured 
by the promise of the abundant life. The idea touches also 
the deep springs of generosity among the hosts of the success- 
ful. It is written that St. Paul, when passing a beggar in 
the street, turned to his companion and said: “But for the 
grace of God, there go I.” Few of us are quite certain of 
success. We are more or less conscious that we had the 
“breaks” ; that some special advantage covered our deficiencies 
and helped us over the hazards. The nation-wide response 
to the appeal for security and leisure for the aged and oppor- 
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tunity for youth does not come wholly from the unemployed. 
It also finds a sympathetic, if cautious response, in the great 
majority which is paying its own way. Nevertheless, this 
combination of protest on the part of the defeated and sym- 
pathy from the successful is a conjunction which is fraught 
with grave dangers. 

Democracy has come to the great crisis which Lord 
Macaulay predicted for it more than a century ago. A vast 
number of our citizens are now attempting to seize the secur- 
ity which they are persuaded is their due. By progressive 
perversion, the unfortunate have been led to a supreme folly 
which can end only in increased suffering. With a score of 
deceptions they have been persuaded that the practice of 
democracy guarantees them the right to vote themselves rich. 
No more subtle deceit has ever been sown in the hearts of 
men. 

Eighteen states voted on some form of so-called pension 
distribution last Tuesday. What was perhaps the most radi- 
cal of all failed to pass in California by approximately 
200,000 out of nearly 2,000,000 votes cast on the issue. By 
no means all -who voted for “ham and eggs” were unem- 
ployed. Although the fact remains that payments under 
these plans cannot possibly be maintained, it is no longer 
sufficient to merely declare this truth. The contagion is 
spreading rapidly and although it may die of its own poison 
like many other epidemics, it will leave a residue which may 
force a dangerous revision of the national Social Security Act 
to a point which will threaten the solvency of the federal 
government’s entire program in behalf of the aged and the 
unemployed, who are the real victims of circumstance. The 
phrase “through no fault of their own” is used as a blanket 


to cover the worthy and the unworthy. Mention is rarely 
made of those who have come to their sad estate through no 
other fault than their own. An ancient error now reappears 
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in full bloom in the phrase: ‘““The world owes me a living.” 
The Pension movement has bred a resentment which nur- 
tures the falsehood that at birth every man becomes the nat- 
ural heir of abundance. 

But the poison of class conscious discontent has another 
deadly effect. The able and the employed have begun to 
push their undeniable responsibilities on to the government. 
In what is truly tragic weakness men have thought that if 
the state would care for their fathers and mothers, yes, even 
for their children, they could save their earnings for their 
own enjoyment. Nor is this idle speculation, for we have all 
heard the argument expressed. 

There must be full recognition that a certain fraction of 
our total population are the real victims of unemployment 
Nor should there be any attempt to condone the errors which 
contributed to the breakdown of industry and trade. Per- 
haps the saddest mistake in a decade of inadequate politics is 
the failure to comprehend the real nature of unemployment. 
But neither of these facts justify the vicious attempt to divide 
our people into classes with the direct purpose of generating 
hate. 

It is time now to apply something more than negative 
argument. In his heart of hearts, every thinking man knows 
that it is impossible to generate wealth merely by spending 
money. But the temporary success in the organization of 
discontent strengthens the illusion and deceives even “the 
very elect.” We are distributing bounty through borrowed 
money ; we are inflating both currency and credit. One state 
has all but voted a currency of its own despite the constitu- 
tional restriction. We now proceed from folly to folly on 
the perfectly patent fallacy that the distribution of money 
will generate wealth. 

There now remains only one route to safety; the slow and 
difficult process of educating our people as to the sources, the 
nature and the extent of real wealth. In this duty we will 
be derided by the Utopians, belittled by the reformers and 
reviled by the racketeers. 

The sole source of wealth in the modern world is the 
creation of goods and services. When there is an abundant 
production of goods and services, we say that the national 
income is large and we express that income in terms of wages, 
salaries, interest, dividends and similar devices. We exchange 
goods and services with money, counters if you will; and the 
mere increase in the number of the counters or the increase 
in the number of times they are used, obviously contributes 
nothing to the sum total of wealth. 

Education will cause our people to consider the present 
demands of the young and the old in these terms: Youth is 
now organized and encouraged to insist upon its share. State 
and national legislation has been designed to provide a money 
advance to youth, presumably to be expended in preparation 
for maturity. On the other hand is the growing demand of 
the aged, which classification is not limited to the infirm or 
the helpless, but is pushed back steadily toward fifty years, 
which age in a vigorous people was frequently considered 
“the prime of life.” Between youth and age stand the pro- 
ductive class—those who must labor and save if real wealth 
is to be produced. As the demands of youth are pushed for- 
ward and the demands of age are pushed backward, the pro- 
ductive class tends to become smaller and the burden upon it, 
increasingly heavy. 

But there are some who will say that the productive class 
may be relieved of its responsibility for both youth and age. 
Such a statement simply ignores the fundamental truth that 
the entire burden of caring for dependents of any and all 
classes rests and can rest alone upon those who produce 
wealth. The man who has a job, whatever his age, wage or 






salary, the man who saves anything, be it little or be it a 
fortune, must carry the burden of all grants to those who do 
not work and have not saved. Governments do not produce 
wealth—they take a toll of that which is produced through 
the levy of taxes. 

But education must show another thing. The champions 
of distribution in all its forms may desire a new form of 
government and a new system of economics. When pressed 
hard by their opponents, certain pension advocates confess 
that it is their purpose to overthrow the free economy and 
to establish a collectivist state on either the socialist or com- 
munist pattern. But there is no guarantee that such a pat- 
tern of government or economics will provide security within 
the framework of human freedom. It is true that there is 
no unemployment in Russia and none in Germany, and very 
little in Italy; but it is also true that the ability of human 
beings to choose what they want to do and when and where 
and what they will have as a result of their efforts has been 
rigidly and systematically curtailed. A very large number 
of the American citizens who have been deluded by the siren 
promises of the pension mongers will reject the collectivist 
state when they see it emerging through the process of dis- 
tributing purchasing power. 

Before mentioning what may be the final task of education, 
some thought should be given to the rather systematic neglect 
with which American business has treated public opinion. 
The custodians and managers of capital have been conspicu- 
ously absent in most of the places where public opinion is 
formed. They have allowed a protest to develop without 
an answer. They have been indifferent to the fact that the 
church, the school, the fraternity and nearly all other social 
agencies have turned attentive ears to the champions of 
“Wealth Without Effort or Saving.” They have neglected 
the conclaves of the idealists where men and women are dili- 
gently seeking peace and security. They have allowed the 
theorist and the dreamer to corner all of the longing of the 
human heart for a better life. Peace, progress, order, human- 
ity, liberality, and generosity are concepts which have been 
appropriated in a considerable degree by those who are the 
least capable of delivering them. 

We come then to what may be the most critical task for 
economic education to perform in this unhappy period. Those 
who produce and save must be recognized as the real cham- 
pions of welfare. Willing and skilful labor, conscientious 
and devoted management, and systematic saving are beyond 
doubt the fundamentals of the Good Life. 

If it is true that a third of our people are unemployed, it 
is also true that two-thirds are at work. If it is true that a 
large fraction of our people are improvident and careless of 
tomorrow, it is likewise true that the majority make the 
sacrifice necessary to provide for the future. It is true that 
the welfare of all of our people is alike the concern of the 
government and the citizen, it is also true that welfare cannot 
be achieved merely by distributing bounty. 

Unemployment is a disease which feeds upon itself. Whole- 
sale relief, particularly when its administration is politically 
minded, can and does actually destroy the opportunity for 
restoring employment by penalizing industry with excessive 
taxation. Relief, so administered, becomes an easy potion 
and generates the demand for more. Such a demand is of 
exactly the same nature as that posed by the pension pro- 
ponents. 

We have come to a period of great stress in social progress. 
It is the moment when the concept of welfare has been per- 
verted, on the one hand, to political uses, on the other hand, 
to the mortgaging of the future for present demands for 
plenty. We shall have to go through with this period, 
although the cost will be very great. But it is certain that 
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we will emerge with the sober consciousness that the silent 
men and women who propose no nostrums and appear on no 
rostrums, but who devote themselves wholeheartedly to the 
production and saving of real wealth are the true benefactors 
of mankind. 

May the offerings of this convention strengthen your faith 
in the individual, the system, and the state which can pay its 
own way. May it deepen your sympathy for those who can- 
not. May it quicken your judgment to distinguish between 
those who are the victims of a system and those who are the 
victims of themselves. May it help you to distinguish be- 
tween welfare and waste, between pity and prodigality, be- 
tween human kindness and human weakness. Not the least 
of our need at this moment is to avoid the current hysterias. 
Never before has the power of importunity been so perfectly 
demonstrated. The constant repetition of errors breaks down 
resistence. Even the strong who ought to know better, are 


silent and uncertain in the presence of what they know to 
be false doctrine and destructive practice. 

There can be no peace in the world without justice and 
charity. We are desperately in need of a genuinely human 
response to the victims of poverty and persecution. But these 
compelling necessities need not blind us to the waste and 
extravagance which is everywhere evident; nor to the menace 
of a false philosophy masquerading under a noble emotion, 
which proposes a distribution of real wealth by methods 
which would weaken, if not destroy, both personality and 
responsibility in the bulk of the beneficiaries. The con- 
servors will one day be recognized as the real champions of 
social justice. The men who are most deeply conscious of 
the world’s needs are seldom given to oratory. They are 
rarely found among the Demagogues of Promises. They are 
the men who work and save—on whom all groups in society 
must ultimately rely. 


Industrial Freedom 


A CASE OF YANKEE JITTERS 


By W. J. CAMERON of the Ford Motor Company, Dearborn, Michigan 


Before the first general session of the annual convention of the American Bankers Association 
At Houston, Texas, November 15, 1938 (Stenographic report) 


prise. And what is more interesting than the subject 
itself is that it should have occurred to any one to 
suggest it. 

What has happened that in this, the three hundred eigh- 
teenth year of the Pilgrim settlement, in this, the one hundred 
fiftieth year of our free government, we should be excusing 
freedom of enterprise? Our habit is not to talk much of 
assured values. We talk mostly of newly acquired values; 
some we hope to get or some we are in danger of losing. 
lreedom of enterprise has not been a subject of American 
discussion since within two generations of the American 
revolution. It was for that the Revolution was fought. 

The liberties our fathers spoke of was the liberty to develop 
their economic life. Their business was being interfered 
with, and they knew that no form of liberty was complete 
without economic liberty. 

From the time of feudalism in which enterprise was 
shackled to the time of capitalism when it found full scope, 
no one has ever doubted that enterprise was essential and 
indestructible as a part of our way of life. So what has 
happened ? 

A man from presentday Europe, not to speak of a man 
from Mars, seeing this subject announced in America today 
would ask, ‘“What is in the wind? Are they just acquiring 
it, or are they just losing it?” 

To discuss this question along the lines of familiar political 
complaint would be very easy, so easy, in fact, that it is very 
easy to make us rather wary. We know all that can be said 
about attempted political interference with American enter- 
prise, and we know that what has been said is true. But 
when we have gone all over that again, it doesn’t fully ex- 
plain, it doesn’t fully satisfy. 

We are reminded in some sort of palliation that every 
phase of liberty has declined in almost every part of the 
world. There is less religious liberty in the world today 
than there was twenty-five years ago. There is less freedom 
of speech in the world today than there was fifty years ago. 


[vs subject was suggested to me: Freedom of Enter- 





There is less political liberty than at any time since the 
American Revolution, and less academic liberty than at any 
time since the scientific spirit of free intellectual inquiry first 
came to birth on this planet. 

May we say, then, that this reported decline in freedom 
of American enterprise is part of the general decline? Not 
until we have at least attempted to discover what is behind 
these other losses of liberty. 

But it is a fact that no people, being religiously free, ever 
lost their religious liberty until they began to lose their 
religion. It was their religion that made them free. It was 
not their freedom that made them religious. And no people 
have ever suffered the loss of free speech until first they 
began to lose the speech of freedom. And the intellectual 
liberty of the thinkers of any people has never been chal- 
lenged until first the academic minds, as in Germany, prosti- 
tuted themselves to serve something less than intellectual 
truth. 

Just look at the countries where these lapses of liberty 
have occurred and see if they were not everywhere preceded 
by the conditions I have indicated. We never lost a single 
one of these values to any outward pressure until we began 
to lose them within ourselves. There is no use taking time 
to discuss freedom of enterprise unless we are willing to 
probe it to its heart and accept what we find there. If 
anything has happened to threaten the freedom of American 
enterprise, then something has first happened to American 
enterprise itself, for we did not become an enterprising people 
because we were free. We became and remained a free people 
because we were enterprising, and if we are becoming less 
free, it is because we are becoming less enterprising. 

A free state lives not by the brilliance of its rulers, but 
by the enterprise of its citizens. The less enterprise, always 
the less freedom, and the more enterprise the more freedom, 
always and everywhere, including the United States, in this 
year 1938. 

If you take the geographical globe, spin it beneath your 
fingers, you will see how true that is. The only free nations 
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that pass beneath your eye are the really enterprising nations, 
the few that are left. To many that hath has been given, and 
from many that hath not has been taken, even that He hath. 

Since the beginning of the Christian era, about forty 
billion persons have lived on the earth, of whom one billion 
have been people of enterprise, and the subsequent history 
of the world is the history of those people. They conquered 
the world not so much by force as by providing better means 
for more secure conditions in life. The line of liberty, po- 
litical and personal liberty, has followed the line of that 
enterprising one billion, to which happily we belong. Happily, 
I say, for though the spirit of enterprise imposes burdens 
heavy to be borne, our nature is such that we would rather 
be burdened and useful—Mr. Jones said “take a little trouble” 
—than be free and untroubled in an animal sort of way, and 
useless. 

When we speak of enterprise, we perhaps imply a too 
superficial meaning for the word. We think perhaps ex- 
clusively of commercial undertakings, or of some particular 
way of doing business. 

Ladies and gentlemen, business is but one small part of the 
field of enterprise. Business enterprise is bound up with 
every other form and at most is but one of the important 
results of the nation’s total enterprise. Enterprise is a native 
energy, energy to perceive possibilities, energy to perceive 
the thing to be done, energy to take it in hand, energy to 
find our greatest satisfaction in using our energy and, as I 
intimated a moment ago, it is not a common quality in the 
world. Among our own people, it is not even an equal 
quantity. It is an energy of the spirit that enables men who 
have it to view difficulty as a challenge, enabling them to rise 
like a kite against the winds. And its superb quality is its 
instant response to obstacles by adjusting efforts to over- 
match obstacles. Call it a gift of God; call it a gift of 
nature. It cannot be legislated unto any people that never 
had it and it cannot be legislated out of a people that have 
once possessed it. (Applause. ) 

That is one fact we need to know and keep in mind about 
enterprise. We have it or we don’t have it. If we have it 
no power can denude us of it and if we feel that something 
has happened to our freedom in this respect, our first inquiry 
ought to be: What has happened to American enterprise. It 
is fundamentally that if heretofore we have been enterpris- 
ing, it is not because we have been free to be enterprising. 
We have been free to be enterprising because we were enter- 
prising. It is as simple as that. 

I will go as far as any man in agreeing that the political 
climate has an inevitable effect on a nation’s business. In 
the American conception, the function of government is to 
maintain a condition in which people may defend their col- 
lective and individual life, in an atmosphere of freedom; a 
condition where every man may sit under his own vine and 
fig tree, none daring to make him afraid. But even amongst 
a freé people, even amongst a people that under no circum- 
stances will surrender a single item of their freedom, an 
adverse political attitude will do much to chill and con- 
strain constructive ardor. And we need go no farther for a 
comparison than to Canada and the United States. 

Now, let’s leave the government out of this. We are 
using that term “government” all too loosely in this coun- 
try. We say the government does this and the government 
does that; the government should do this and the government 
shouldn’t do that. As a matter of fact, the government 
does very few things of which we complain because they are 
not within the province of the United States Government 
to do. They are being done by the political administration of 
a government, a group of men for a moment using the power 
of the government. But let’s not confuse these two things. 









The government is a great temple of covenanted liberties 
through which you and I can walk along the aisles of the 
constitution and our history, and the administrators are the 
priests serving in their courses as selected by the people in 
that great temple. They must never be confused. In Canada 
you may talk of the government as Mackenzie King and in 
England you may talk of the government of Mr. Chamber- 
lain. In the United States you can’t talk of Mr. Hoover’s 
government or Mr. Roosevelt’s. 

And even in making this distinction, ladies and gentlemen, 
I beg you to believe that I am not speaking in a partisan 
political sense. Nothing that we say along these lines should 
be construed in that manner. Just in the interest of frank- 
ness I am willing to confess that I am a Republican (laughter 
and applause) but I never saw the time when I felt one 
moment’s doubt about trusting the United States to American 
Democrats (applause) and I am so glad to see an American 
Democrat rear his head today that I could go out in the 
fields and sing the doxology. (Laughter.) 

I am glad to say that in the state which has given us two 
such great servants of public common sense as Vice President 
Garner and Jesse Jones. ( Applause.) 

So we need go no farther than Canada for this comparison. 
Merely cross the border into the Dominion and you find 
yourself in an entirely different, a freer economic climate. 
And it is rather startling when first you sense it. Here are 
two peoples very much alike. They have the same funda- 
mental conditions, the same type of minds, the same innate 
spirit of enterprise, they live in the same economic zone. 
Neither of them is protected against the economic forces 
that influence the other and when an adverse or a favorable 
economic wind blows upon us, it blows the same kind of 
winds upon Canada, too. When good fortune or misfortune 
of purely economic origin overtakes Canada, it overtakes us 
too. We both are nourished by the same arteries of life. And 
yet, at the present moment and for some time, these two 
countries have presented quite different economic pictures. 

I will leave it to wiser men to say whether the occurrences 
of last year were a consequence of the continuing depression 
or whether they were something new that needs another 
name. 

It reminds me of those styles of cars we had several years 
2go, you may remember, whose bosoms were so like their 
bustles (laughter) that you never knew whether you were 
being run over or backed into. (Laughter and applause.) 

Some of us didn’t know whether this was the old one 
coming back or a new one coming on. (Laughter.) 

But when Canada saw this condition descending upon the 
United States, she faltered wondering what fresh calamity 
was about to strike, until she perceived it was only another 
case of Yankee jitters, whose cause she immediately and 
correctly diagnosed and immediately she resumed her up 
course. General business in Canada declined about 12 per 
cent, Ford Motor business declined about 5 per cent, but in 
a few weeks recovery was made and the rise resumed while 
we of the United States kept plummeting down to depres- 
sion depths, swift and sharp and bitter. 

Had the cause been economic, both countries would have 
shown a corresponding experience. That they did not indi- 
cates that some other than an economic cause was operating. 
What was it? 

Well, in Canada they have a Canadian Government that 
keeps on being Canadian. The people are utterly without 
concern on that score: They don’t change over every week- 
end. 

In Canada, the man who can make a payroll for five or a 
hundred, or a thousand men, is respected as a builder of a 
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nation. They actually respect their businessmen and indus- 
trialists in Canada. (Applause. ) 

We at Dearborn see something of that difference. The 
head of the Ford Motor Company of the United States is 
known variously as an economic royalist and a public enemy, 
is subjected to various petty forms of persecution; whereas 
the head of the Ford Motor Company of England, who hasn’t 
done one-thousandth part as much for his country as my 
boss has for his, is called to Buckingham Palace and made 
Lord Perry of Stock Harbor. (Laughter and applause.) 
Over there they give them titles and here we call them names. 

Business in Canada has its burdens as well as we have here 
—tax burdens, legitimate burdens growing out of Canada’s 
part in the Great War—but business has not had the burden 
of wondering what new political misconceptions may be 
sprung upon it tomorrow. It has been free to devote itself 
to its task, without standing in fear, or standing on guard 
about what might be done to it from within its own national 
household. 

Viewing these two countries side by side, it is not at all 
difficult to show that political interference or political un- 
certainty from any cause can do much to quench the free 
and zealous action of the spirit of enterprise. 

Well, that sounds good to many ears, but what happened 
to us that interference and uncertainty could be made to 
afflict us in the field of our enterprise? Is this just our mis- 
fortune or is it our fault? Why did it happen to American 
business and not to Canadian business? 

I trace it directly to the long, long habit of American 
business in the past to rely on political assistance to relieve 
it of the full burden which the spirit of enterprise lays on 
all of us. American business never cringed in fear of what 
politics could do to it, until it first formed a hope of what 
politics could do for it. And the answer to both of these 
things is zero. 

If, as I know we all agree, the pulse-beat of the country 
is enterprise, then the pulse-beat of enterprise is competition. 
But the alliance between tired business and acquiescent 
politics has had as its object the restriction of competition and 
restriction of competition is restriction of enterprise. In that 
respect, our supposedly most enterprising citizens have some- 
times unwittingly been the ones to betray the spirit of 
enterprise. Need I specify? Isn’t our history full of it? 

Gentlemen, this betrayal has been so continuous that 
were it not for the fact that the spirit of enterprise is born 
anew in each succeeding American generation, we would 
have been swamped long ago. We need look back no farther 
than the NRA, a thing concocted by a section of American 
business for the purpose of establishing combination as 
against competition. Had the repeal of the NRA been left 
to Congress. Congress would have found powerful business 
influence arrayed against that repeal. 

We were getting tired of enterprise, what it entails, and 
so for a time we lived in danger of losing some of the free- 
dom our enterprise had gained. 

To say this is not to join in the common and ignorant 
hue and cry against big business. The same tendency pre- 
cisely is to be met in little business. In one state in the 
Union, up North, the retail automobile dealers have per- 
suaded the legislature practically to destroy competition in 
their field. Laws have been enacted at the invitation of 
businessmen, to prevent any man entering the business of re- 
tailing motor cars under the very conditions which per- 
mitted every man now in the business to enter it. Their 
enterprise got them in because free conditions obtained and 
the door was open. Now they propose to close the door 
against the free use of the same enterprise by others. In- 
deed, they have closed the door by law. 


That is a picture of business holding out its hand inviting 
the political shackles. 

While we are talking freedom of enterprise and its re- 
striction, let us frankly inquire why these attempts have 
been made on our freedom? Who opened the door to them? 
Who first broached the idea? And let us also ask whose 
enterprise we wish to keep free, our own or everybody’s, for 
in this country it is everybody’s or it is no one’s. Without 
competition, there is no free enterprise. (Applause. ) 

And so I could say also that while enterprise may be dis- 
couraged, it is never killed, because there is always another 
American generation coming on. Conversely, it may be 
encouraged by being permitted to see and enjoy its fruits. I 
wish we had a better word for it, but we shall have to say 
that enterprise lives by the fruits that we call profits. Not 
all that we call profit is profit. You know that (laughter) 
and not all profit is private profit. The great profit of 
American business always has been social and not individual 
at all. But it is impossible to separate them. Social profit 
is the sum of private profit. 

But that form, that special and necessary form of satis- 
faction, of stimulus, has been seriously interfered with. It 
is like restricting a growing boy to just the amount of food 
that will replace the energy he lost at play this morning. It 
leaves him no margin on which to grow. Profit is the margin 
of sustenance that enterprise grows upon. And that point 
indicates another blind spot in the political vision of business. 
It assumes that the nation has attained its growth; it assumes 
that productive business has reached full stature. It takes 
precisely the position taken by British politicians prior to the 
Revolution, that progress can be pegged, always a fallacy in 
oo civilization like ours, whether it may be 1750 or 
1938. 

Today the increment a growing country needs is the vita- 
min called profit. You can take away all the eggs, month 
after month, without discouraging the hen, for the hen doesn’t 
live on her eggs. But you can’t take human beings’ earnings 
away from them without doing something to the internal 
springs of action. 

The W.P.A.’ers are not the only ones working for the 
political administration. The American businessman is work- 
ing for the political administration in a way that makes the 
W.P.A.’er a lucky gentleman in comparison. We are all 
working where we shouldn’t be working. 

Nevertheless we must look within enterprise, not outside 
of it, if we would discover what has happened to it. Enter- 
prise is free always. If you have any at all, it is free. If 
you say your enterprise is not free, I say something has 
happened to your enterprise, to the quality of your enter- 
prise. And, very regretfully, I have seen our enterprise 
dwindling on every hand. The willingness of the business 
community to accept present position of so-called social ameli- 
oration, the readiness to believe that if one administration 
should not be conspicuously successful in feeding the people 
social soothing syrup, another administration, using another 
technique, maybe, is one of the most discouraging things I 
have seen since 1929. 

Our acquiescence in this breakdown of thought that some 
great statesman will arise to check is very regrettable, for we 
as businessmen might have borne an honorable part in giving 
it constructive construction. 

Here we are, a group of citizens whose experience should 
have taught us, if it had taught us anything, that the only 
possible road to social justice, the only possible road to the 
decent standard which we seek for everybody is the produc- 
tion of more wealth. (Applause.) 

We are not a poor nation, and yet we are. In comparison 
with other nations our very poverty seems like riches. But 
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in comparison with American possibilities our very riches 
seem like poverty. 

We have not yet done in this country anywhere near the 
primary job of full supply. The inequalities that exist are 
not caused by unjust distribution. It is not a case of having 
enough and having it badly divided. The most just system 
of distribution would not only result in more justice, but, 
what is much more to the point, it would not result in in- 
creased possession for anyone, simply because the wealth in 
things we need and use to live by does not exist. It hasn’t 
been produced. Yet, as if we were attempting merely to 
give the impression that the business community is social- 
minded, we acquiesce in attitudes and in programs which we 
of all people ought to know are preventing the very produc- 
tion that this country needs. 

In doing so, we are acquiescing in keeping the country in 
its present halfway position. And, gentlemen, f that is not 
the very denial of enterprise, then what would you call it? 

Our one hope of a full and generally acknowledged condi- 
tion of social justice is in the continuance and increase of 
American enterprise in the production of usable wealth. Only 
enterprisé can accomplish it. I mean business enterprise. It 
is our business to preach that and practice it. We can rescue 
our precious endowment of enterprise, and we can drive the 
fallacy-mongers from the temple, and start the real move- 
ment for social justice simply by resuming our American 
fundamentals. (Applause.) 

It is not a case of going back to American fundamentals 
as we say, for American fundamentals are still so far ahead 
of us that we shall have to run to catch up with them. 
(Applause. ) 

Let that part of the business community which is deluded 
by the present political and social fallacies go its way if it 
wants to, but for the future’s sake and for our country’s sake 
let that part of the business community that knows better 
begin to think of enterprise as a profound present national 
necessity which you have, if you use it. 

That is the only way I can look at this subject. It is nice 
to talk about enterprise. It is better to show a little of it. 
Many of us feel now for the first time in six years that we 
are really justified in expecting American business to show its 
mettle. The time for boasting is past. American business 
has a most remarkable record of achievement, but forget it. 
Forget it, gentlemen. The time for complaining is past. All 





our complaints are just, heaven knows, but complaints dig no 
potatoes. Forget them, gentlemen. 

This present moment seems to me to be a crucial one for 
business because business is up against it as it never has been 
up against it before, because now it is up against itself. It 
relied on political help, it relied on crazy campaigns of hys- 
terical advertising urging people to buy, it relied on some 
magical upturn out of the skies, it relied on every form of 
hypodermic to induce artificial stimulus of trade, and all of 
them have collapsed, which is the best thing that could have 
happened. (Applause.) 

There is now not a single hurdle left between business and 
its own job, the job only it can do, and which has not been 
done because it has not done it. It would be worth probably 
$25,000,000,000 of national income in the next eighteen 
months in the fact could be hammered into the American 
business consciousness, the fact that business is not coming 
back but that business must be brought back in pieces, bit by 
bit, and we can well afford to tear down all the chamber of 
commerce campaign bunting and gag all the temple orators 
if by that we can be brought to see that enterprise at this 
moment consists in rolling up our sleeves and our trousers, 
and grubbing in the ground for the business that has van- 
ished. The businessman’s job is to sell, and he never fulfills 
that job by merely asking other people to buy. He has to 
sell when no one wants to buy, as the doctor gives a stimulus 
to the heart that needs help. 

This delusion of waiting for the comeback is over. We 
have entered a period when uninspired—no more pep, no 
more hypodermics—deliberate, daily plodding and digging is 
the only thing we have left to rely on. (Applause.) And 
we may recognize that gratefully, for it always was the best 
thing we had to rely on. But we didn’t know it. 

We are going to bring business back by the same old appli- 
cation of energy to objectives that the farmer shows when 
he puts himself behind the handles of his plow, and he gets 
to plow his field. He doesn’t have a pep session with the 
hired girl and his wife in the kitchen before he goes out. 
(Laughter.) He goes out in the cold morning and he plows. 
(Laughter. ) 

Our upturn will come in the same way that those furrows 
come, by dogged, uninspired plowing that turns it up. And 
that is the sort of enterprise for which our present situation 
calls. 


This We’ll Defend 


WE HAVE A NOBLE HERITAGE 


By LOUIS JOHNSON, The Assistant Secretary of War 


Industrial Session of Fourteenth Annual New England Conference, New England Council, 
Boston, Massachusetts, November 18, 1938 


erant and friendly spirit of the traditional town meet- 
ing of New England to dedicate yourselves to the 
promotion of its economic life and to the preservation of its 
ideals of democracy and social well-being. Your lofty pur- 
poses, I most heartily commend. For the success of your 
splendid undertaking, you have the best wishes of the entire 
nation. 
I have come here today to discuss with you urgent steps 
that we must take right now to preserve for ourselves and 
for the generations that follow the cherished ideals of the 


Ye have assembled here in Boston today in the tol- 


town meeting of New England. They are the blessed heri- 
tage of all of the American people. 

Yes, those eternal principles of the New England town 
meeting, of liberty, of tolerance and of justice, that men since 
time immemorial have struggled to attain, and for which we, 
in 1917-1918, so valiantly fought, today are definitely threat- 
ened. 

We cannot afford to blind ourselves to the affairs of the 
world. The chaotic status of international relations in 
Europe and Asia are casting their evil shadows upon our 
peace and upon our American way of life. We must take 
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steps to halt any conceivable advance on their part to these 
shores. 

The responsibility to preserve our ideals and our civiliza- 
tion is indeed a grave one and we cannot afford to shirk it. 
In 1776 it devolved upon your own forefathers, the minute 
men of Lexington and Concord, and they defended it by 
blood and sword. In 1917, it fell upon our generation, upon 
you and your neighbors, the stalwart members of the Yankee 
Division, and they gave life and treasure to preserve it. 

Today, it rests upon us of this generation and upon you, 
who by example and by precept, are upholding it in the fine 
tradition of the New England town meeting. The tenets of 
free speech, freedom of religion and tolerance you fondly 
cherish, proudly exalt and steadfastly maintain. Tomorrow, 
we or our children again may face a challenge, not only of 
intolerant ideas but of brute force and we must be prepared 
to meet it. 

Thanks to our heroic dead, many of them resting 


“Dust to dust in an alien land, 
Yet still New England’s own.”, 


we have a noble heritage. The United States has an interest 
in the world second to none. With only six percent of the 
world’s area and seven percent of its population, we consume 
seventy-three percent of the world’s silk, sixty percent of its 
petroleum, fifty-six percent of its rubber, more than half of 
its tin, forty-eight percent of its coffee, forty-seven percent 
of its copper, forty-two percent of its pig iron and twenty-one 
percent of its sugar. 

Our people own four out of every five automobiles in the 
world and three out of every five telephones. We have one- 
third of its railroads. We own more than one-half of all of 
its monetary gold. The purchasing power of our one hun- 


dred and thirty million people is greater than that of the 


entire five hundred million of Europe. It surpasses that of 
the billion inhabitants of all of Asia. 

Ours is a happy nation. We have our faults but we are 
honest enough to admit them and are making every effort to 
correct them. Despite shortcomings here and there, we still 
provide greater security to property, more protection to life 
and greater happiness to our individual citizens than does 
any other nation on the face of the globe. 

To belong to America is indeed a rare privilege. To enjoy 
its citizenship is a priceless treasure. 

On this Thanksgiving Day, which we celebrate next week, 
let us thank God for our peace and for our security. Let us 
pray that the scourges of war never again shall afflict us. Let 
us hope that the fear, the chaos and the ruthlessness that now 
rules over Europe and Asia never shall reach our shores. 

Twenty years ago we gave similar thanks to our Creator. 
We had just concluded a deadly struggle with the forces of 
evil. We had just repelled a threat to our American ideals. 
We had just contributed to the defeat of a powerful and 
ambitious military machine. It is not surprising that we 
exulted in our achievement. It is no wonder that we believed 
that we had seen the last of all war. 

We backed up our faith with our example. So sure were 
we that war no longer would come to us that we proceeded 
to scrap our magnificent Army that we had mobilized and 
equipped at such great effort and at such tremendous cost. 
The American Expeditionary forces, which had aroused the 
admiration of the entire civilized world, we immediately 
brought back from overseas. We returned our experienced 
veterans to civil life. In the Army we left hardly enough 
men to take care of our police needs. 

Two decades have rolled by; two decades in which we 
have striven to cultivate sympathetic understanding in inter- 





national affairs. With all nations we have maintained friendly 
intercourse. With all peoples we have played fair. When 
we made promises, we kept our word. 

Unfortunately, all nations do not march in step with our 
policy of good will. In the seething cauldron of discontent, 
many European and Asiatic peoples now boil. Imperialistic 
designs and selfish ambitions control national policies and no 
one knows the full extent of their evil machinations. 

With international society in such a state, we must gird 
our loins. We must prepare ourselves. The forces of evil 
must not overtake us. How much in the way of men and 
munitions we may need for our defense against these dire 
influences, no one at present can definitely foretell. We do 
know, however, that today, right now, we are weak in the 
sinews of battle to protect even our own shores. 

Yesterday, we believed that a program calling for 2,320 
airplanes of all types by 1940 would protect us against any 
enemies from the air. Today, these figures are far below our 
immediate needs. Not so long ago, we boasted that our Air 
Corps was the pride of the skies. We held records for speed 
and endurance. Our pursuit ships, our attack planes, our 
flying fortresses and our super-flying fortresses were the envy 
of the world. 

Today, we no longer can make good our boast. Our air 
supremacy is threatened. From Europe come reports of pur- 
suit ships and attack planes of greater speed and better per- 
formance. Even the marked superiority of our flying fort- 
resses and our super-flying fortresses is challenged. To meet 
the tremendous pace that the rest of the world is setting, we 
must double, yes, treble and perhaps even quadruple our 
present air force with the best airplanes that can possibly be 
produced. 

We are falling behind in our development program. This 
lag is due to a loss neither of our inventive genius nor of our 
skilled craftsmanship. It is due to our failure to give enough 
attention to the importance of a continuous program of re- 
search and development. 

Last year, we are told Great Britain spent fifteen million 
dollars in its research laboratories on military aeronautics. 
France spent more than ten million dollars. No one knows 
how much Germany and Italy devoted to this purpose. In 
contrast with these expenditures for development among 
European powers, we spent only six million dollars. 

To stay at least abreast of the world’s developments in 
aviation, we immediately must construct and install addi- 
tional laboratory facilities at Wright Field. ‘Those now in 
existence, we must expand and improve. To attract high- 
grade scientists and engineers, we must offer well-paying jobs 
and attractive careers. Once supreme in the field of military 
aeronautics, we must remain supreme. An investment of a 
few extra million dollars in research and experimental work 
spent today, tomorrow may bring us dividends in security 
that no amount of money could buy. 

Our air force is tremendously important in the early stages 
of conflict. We should therefore augment its numbers and 
keep it close to a state of readiness at all times. 

While we still speak in terms of units, of tens, or perhaps 
of hundreds of military airplanes, the rest of the world has 
stepped up the production of aircraft to the thousands. Eng- 
land claims the building of three thousand planes a year. 
Germany boasts of an annual productive capacity of more 
than twelve thousand fighting craft. During the calendar 
year of 1937, we, in the United States, produced a little more 
than three thousand for all purposes—military, commercial 
and private. 

Our present productive capacity, we now must increase 
many fold. Contracts must be given to the aviation industry 
to build us enough planes to meet our full military needs on 
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M-day, and this must be done at no sacrifice to the growing 
and pressing needs of our commercial aviation which today 
leads the world. Mass production of airplanes we must 
achieve in this country and we must do so immediately. 

Not only planes, but tanks and machine guns in greater 
quantity and of better performance we must immediately 
procure. We must add to our new semi-automatic shoulder 
rifles which the world regards as the peer in small arms. We 
must add anti-aircraft guns. We must streamline our infan- 
try and cavalry divisions. We must build up our reserves of 
munitions and it is to that phase of national defense that we 
now turn. 

If an emergency were to arise tomorrow, we would call 
out 400,000 men. This would include most of the Regular 
Army in the United States and the whole of the National 
Guard, to which your own Yankee Division is an indispen- 
sable asset. Within four months, we would have to be ready 
to put into the field an army of one million men. 

These minute men of America, upon whom the brunt of 
defense in the early stages of battle may fall, are entitled to 
their full complement of supplies and equipment and to the 
best obtainable anywhere in the world. The richest country, 
with the greatest stake in peace and preparedness, must in no 
way prove penurious in providing for the needs of America’s 
first million. If called to battle today, our Army would find 
itself short of artillery and tanks, of combat cars and air- 
planes, of machine guns and of semi-automatic rifles, of anti- 
tank guns and of ammunition, of gas masks and of search- 
lights, of telescopes and of quadrants. Those shortages we 
must make good now. 

We must fortify ourselves against the possibility of short- 
ages in an emergency. We must build up a six months’ 
supply of all our military needs except food and clothing. 
With such a physical reserve on hand, there would be no 
need, in an emergency, to dislocate industry’s normal services. 
During that six months we have time to put our factories 
into full gear, fully equipped to pick up their responsibility 
of war production until the end of the emergency. 

Our failure to provide a definite plan for procurement of 
reserves in time of peace and for mobilization of industry in 
time of war was almost disastrous in 1917-1918. We were 
too confident of our ability to supply sinews of battle on short 
notice, 

We declared war on April 6, 1917, and expected to end 
it in a hurry. We soon learned that we had miscalculated. 
Days, weeks and months went by. We had the strength, 
we had the courage, we had the desire but we simply could 
not get everything together fast enough. It was not until the 
First Division faced the German hordes at Cantigny on May 
28, 1918, that an American division on the Western Front 
took up a full offensive. It had taken us fourteen valuable 
months to get these soldiers, most of them pre-war regulars, 
to the front and to provide them with all their needs. It is 
well to remember, too, that they were carried across the 
Atlantic not upon American transports but principally on 
British and French ships. They were supported on the firing 
line, not by our pre-war three-inch pieces, but French 75’s 
with which we theretofore had been totally unfamiliar. 

Fortunate, indeed, were we in our allies. That long period 
of immunity of fourteen months given us in 1917-1918 to 
arm and to prepare, we have no right to expect in any future 
conflict. In full realization of that fact, we set out, at the 
President’s direction, to reduce to six months the period 
within which our supply preparedness will have to be 
achieved. If we are provided with enough physical reserves 
to take care of our needs for our first million men, we confi- 
dently believe that industry, if properly educated, will be 
able to carry the full load of a major war. 





Industry in New England plays a vital role in our indus- 
trial mobilization program. In an emergency, we look to you 
for seventy percent of our gauges, sixty percent of the early 
production of small arms ammunition, forty percent of our 
machine guns and forty percent of our rifles and pistols. 
You in New England are the center of procurement for our 
wool and leather goods. You own the most acceptable source 
of filter material for our gas masks. You have the only 
tracing cloth needed by our engineers. We expect you to 
produce anti-aircraft and other fire control instruments, cart- 
ridge cases, fuzes, gun tubes and liners and gun carriages for 
our Ordnance Department, airplane engines and propellers 
for our Air Corps, searchlights for our Corps of Engineers, 
textiles and shoe machines for our Quartermaster Corps, 
surgical instruments for our Medical Department and super- 
chargers and turbines for our Navy. Upon the skill of your 
workmen and the efficiency of your fifteen hundred factories, 
which have agreed to perform war-time tasks for the Army 
and Navy, a heavy responsibility in time of war will devolve. 

We realize that our plans for war production call for the 
manufacture of many items for which there are little or no 
peace-time demands. 

No one, least of all the War Department, lacks confidence 
in American industry to produce what the man in battle may 
need. What does concern us, however, is the element of time 
that it may take industry to convert its factories from peace 
to war-time use.: Time is an indispensable element to success 
in battle, but time is the very element that we may not be 
able to get. There is no better way of reducing the time 
factor than to educate our factories right now, in times of 
peace, in making items for which there are little or no peace- 
time demands and which are so necessary for the full equip- 
ment of our forces on M-day. 

The industrial needs of our Army include 7,300 items or 
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processes of production. In selecting these items we have 
tried in every way to conform as far as possible to what pri- 
vate industry can readily produce. We have been fortunate 
in finding facilities for practically all of these 7,300 items. 
We are confident that in an emergency industry, at short 
notice, will be able to produce the preponderant majority of 
our needed munitions of war. 

There are, however, approximately fifty-five critical items 
so difficult of production, so different from ordinary peace- 
time needs, that industry will not be able to go into mass 
production of them without some education. There are two 
hundred and forty-five plants out of our ten thousand that 
cannot, without further education, perform their allotted 
war-time tasks in the production of these vital items or proc- 
esses that have no counterpart in civilian use. Educational 
orders for these two hundred and forty-five plants to learn 
to produce for us today the vital fifty-five items or processes 
must become an indispensable feature of our rearmament 
program. 

During its last session, Congress provided two million 
dollars for the education of industry in the manufacture of 
some of these critical items. That moncy now is being spent 
for teaching industry to make semi-automatic rifles, recoil 
mechanisms for three-inch anti-aircraft guns and forgings 
and machinings for 75 millimeter shells. During the course 


of the year, it is expected that factories will be given similar 
opportunities to learn how to make gas masks and search- 
lights. 

The two million dollars will teach industry to produce but 
six indispensable items or processes. Not until we have edu- 
cated the two hundred and forty-five additional plants in the 
manufacture of the other forty-nine critical items can we feel 
that we are on the road toward the achievement of our ob- 
jective. 

Among those forty-nine items are such vital necessities as 
bomb sites for airplanes, canister for gas masks, demolition 
bombs and fuzes for ordnance, aiming circles and range find- 
ers for the artillery and the new 37 millimeter guns and 
carriages for the Infantry and the anti-aircraft service. 

The 37 millimeter gun is a highly efficient instrument of 
battle recently developed as a defense for our ground troops 
against tanks and against enemy planes. We must learn how 
to produce all fifty-five critical items or serious shortages 
may come to plague us on M-day. 

In the past few years, we have made a great deal of prog- 
ress toward the achievement of our industrial mobilization 
program. We have smashed a number of bottlenecks but 
we have not broken enough of them. We must keep abreast 
of military developments. We must build our defenses so 
that no nation in the world would dare attack us. 
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